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I. INTRODUCTION

I . This Report and Order addresses the minimum requirements tbr a telecommunications
carrier to be designated as an "eligible telecommunications carrier" or 'ETC," and thus eligible to
receive federal universal service support. Specifically, consistent with the recoffrnendations of the
Federal-State Joint Board on Universal Service (Joint Board), we adopt additional mandatory
requirements for ETC designation proceedings in which the Commission acts pursuant to section
214(eX6) ofthe Communications Act of 1934, as amended (the Act).' In addition, as recommended by
the Joint Board, we encourage states that exercise jurisdiction over ETC designations pursuant to
scction 2l4(e)(2) ofthe Act, to adopt these requirements when deciding whether a common carrier
should be designated as an ETC.' We believe that application ofthese additional requirements by the
Commission and state commissions will allow for a more predictable ETC designation process.-'

2. We also believe that because these requirements create a more rigorous ETC designation
process, their application by the Commission and state commissions rvill improve the long-term
sustainability ofthe universal service fund." Specifically. in considering whether a common carrier has
satisfied its burden of proof necessary to obtain ETC designation, we require that the applicant: ( I )
provide a five-year plan demonstrating how high-cost universal service support will be used to improve
its coverage, service quality or capacity in every wire center for which it seeks designation and expects
to receive universal service support; (2) demonstrate its ability to remain functional in emergency
situations; (3) demonstrate that it will satisfy consumer protection and service quality standards; (4)
offer local usage plans comparable to those offered by the incumbent Jocal exchange carrier (LEC) in
the areas for which it seeks designation; and (5) acknowledge that it may be required to provide equal
access if all other ETCS in the designated service area relinquish their designations pursuant to section
214(eX4) ofthe Act. In addition, we make these additional requirements applicable on a prospective
basis to all ETCs previously designated by the Commission, and we require thcse ETCs lo submit
cvidence demonstrating how they comply with this new ETC designation liamework by October l,
2006, at the same time they submit their annual certification fil ing. As explained in greater detail
below, however, we do not adopt the Joint Board's recommendation to evaluale separately whether

'47 U.S,C. g 2la(ex6). Sccrion 214(e)(6)ofrhc Act directs the Commission to designate carriers whcn those
carriers are nol subject to the jurisdiction of a state commission.

'47 U.S.C. g 2la(ex2). Secrion 2l,l{e)(2) ofthe Act providcs srate comnrissions with the primary responsibil i ty lor
designating ETCs.

jSec 
Federal State Joirtt f|oanl on lJniversal Service, Recommended Decision. CC l)ocket No. 96-.15, l9 FCC Rcd

.,1257, 4258. para- 2 (20041 qReconrnended Decisiort).

"See id.
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ETC applicants have the financial resources and ability to provide quality services throughout the

designated service area because we conclude the objective of such criierion will be achieved through
the other requirements adopted in this Report and Order.

3. In this Report and Order, we also set forth the analytical framework the Commission will

use to determine whether the public interest would be served by an applicant's designation as an ETC.

We find that, under the statute, an applicant should be designated as an ETC only where such
designation serves the public interest, regardless of whether the area where designation is sought is
served by a rural or non-rural carrier. Although the outcome ofthe Commission's section 214(e)(6)
analysis may vary depending on whether the area is sen ed by a rural or non-ntral carrier, we clarify
that the Commission's public interest examination for ETC designations will review many of the same
factors for ETC designations in areas served by non-mral and rural incumbent LECs. In addition, as
part ofour public interest analysis, we will examine the potential for creamskimming effects in
instances where an ETC applicant seeks designation below the study area level of a rural incumbent
LEC. We also encourage states to apply the Commission's analysis in determining whetber or not the
public interest would be served by designating a carrier as an ETC.

4. In addition, we further strengthen the Commission's reporting requirements for ETCs in
order to ensure that high-cost universal service support continues to be used for its intended purposes.

An IITC, tberefore, must submit, among other things, on an annual basis: (l) progress updates on its
live-year service quality improvement plan, including maps detailing progress towards meeting its five-
ycar improvement plan, explanations of how much universal service support was received and how the
support was used to improve service quality in each rvire center fbr which designation was obtained,
and an explanation of why any network improvement targets have not been met; (2) detailed
infbrmation on outages in the ETC's network caused by emergencies, including the date and time of
onset of the outage, a brief description of the ouiage, the particular services affected by the outage, the
geographic areas affected by the outage, and steps taken to prevent a similar outage situation in the
future; and (3) how many requests for service from potential customers were unfulfilled for the past
year and the number of complaints per I ,000 handsets or lines. These annual reporting requtrements
are required for all ETCs designated by the Commission. We encourage states to require these reports
to be filed by all ETCs over which they possess jurisdiction.

5. As explained below, we do not adopt the recommendation of the Joint Board to limit high-
cost suppon to a single connection that provides access to the public telephone network. Section 634
ol lhe 2005 Consolidated Appropriations Act prohibits the Commission from utilizing appropriated
lunds to "modify, amend, or change" its mles or regulations to implement this recommendation.'
Nevertheless, we believe the rigorous ETC designation requirements adopted above will ensure thal
Only ETCs that can adequately provide universal service will receive ETC designation, thereby
lessening fund gro*th attributable to the designation and supporting the long-term sustainability of the
universal service fund.

6. We also agree with the Joint Board's reconrmendation that changes are not rvarranted in
our rules concerning procedures for redefinition of service areas served by rural incumbent LECs. In
addition, in this Report and Order, we grant several petitions for redel'inition of rural incumbent LEC
service areas. Moreover. rve direct the Universal Service Administrative Company (USAC), in
accordance with direction from the Wireline Competition Bureau. to develop standards as necessary

iConsolidated Appropriations Act, 2005, Pub. I-. No. 108-.14?, $ 634, I 18 Stat 2809 (2004) (2005 Consolidqted
Appropriations Act). The prohibition against using any appropriated funds for adopting a primary line restriction

cxpircs Septcmber. 30. 2005. See id-
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for the submission of any maps that ETCs are required to submit to USAC under the Commission's
rules. We also modify the Commission's annual certification and line count filing deadlines so that
newly designated ETCs are permitted to file that data within sixty days oftheir ETC designation date.
This will allow high-cost support to be distributed as of the date of ETC designation. In addition, to
enable price cap LECs and/or competitive ETCS that miss the June 30 annual interstate access support
(IAS) certification deadline to receive LAS support, we modify the quarterly certification schedule for
the receipt ofLAS support. These carriers may file their certification after June 30 in order to recetve
IAS supporr in the second calendar quarter after the certification is filed. Finally, we decline to define
mobile wireless customer location in terms of "place of primary use," as defined by the Mobile
Telecommunications Sourcing Act (MTSA), for universal service purposes.

II. BACKGROUND

A. The Act

7. Section 254(e) of the Communications Act of 1934, as amended lthe Act).6 pro\,ides that
"only an eligible telecommunications carrier designated under section 214(e) shall be eligible to
receive specific Federal universal service support."' Pursuant to section 214(e)(l ), a common carler
designated as an ETC must oifer the services supported by the federal universal service mechanrsms
throughout the designated service area either by using its own facilities or by using a combination of its
own facilities and resale of another carrier's services (including the services offered by another ETC),
emd must advertise these services throughout the designated service area.o

8. Section 214(e)(2) of the Act provides state commissions with the primary responsibility for
performing ETC clesignations.e Under section 214(e)(2), "[u]pon request and consistent with the
public interest, convenience, and necessity, the State commission may, in the case of an area served by
a rural telephone company, and shall, in the case of all other areas, designate more than one common
carrier as an eligible telecommunications carrier" for a designated service area, so long as the
requesting carrier meets the requirements of section 214(e)( l)."' Section 214(e)(2) further states:
"Ib]efore designating an additional eligible telecommunications carrier for an area served by a rural
telephone company, the State commission shall find that the designation is in the public interest."rr
Section 214(e)(6) provides that, "[i]n the case of a common carrier providing telephone exchange

6.tee.17 U.S.C. S 254(e). The Comrnunications Act of 1934 \!as amended by the Telecommunications Act of 1996.
Pub.  L .  No.  104-104,  110 Sta t .  56  (1996)  (1996 Ac t . ) ,

7+r u.s.c. g z-s+1e;.
'47 u.s.c. g 2 ra(c)( l) .
'+? U.S.C. g 2la(ex2). See also Federal-State Joit Bodrd on Llniversal Senice: Promoting Deployment awl
Subscribership in lJnserved Areas, lrclutling TribaL and lnsular Areas. CC Dockct No. 96 4-5. Twelfth Repofl and
Order. Memorandum Opinion and Order, and Furthcr Notice of Proposed Rulcmaking, l5 FCC Rcd lZ2O8, 12255.
para.93 (2000) (Ttelfth Report end Order).

'u47 u.s.c.  g 2la(e)( t) .

"47 U.S.C. g 2la(ex2).
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service and exchange access that is not subject to the jurisdiction of a State commission, the

Commission shall upon request" perform the relevant ETC designation.r2

B, Joint Board Recommended Decision

9. On June 28, 2002, the Commission released the ETC Referral Ordlr requesting that the
Joint Board "review certain of the Commission's rules relating to the high-cost universal service
support mechanisms to ensure that the,dual goals of preserving universal service and fostering
competition continue to be fulfil led."' ' Specifically, the Commission requested that the Joint Board
make recomrnendations regarding two issues: (l) a long+erm universal service plan that ensures that

support is "specific, predictable, and sufficient to preserve and advance universal service;" and (2) the

manner in which support can be "effectively targeted to rural caniers serving the highest cost areas,
while protecting against excessive fund growth."'' Consistent with these directives, the Joint Board

sought comment and held_a public forum to address concerns regarding the designation and funding of
ETCs in high-cost areas.'' On Febnary 27,2004, based on its review and consideration of the record
developed in response to rhe ETC Referral Order, the Joint Board released the Recommended
Decisiott, which made several recommendations to the Commission regarding the ETC designation
process and the Commission's rules regarding high-cost supporl.r6

''47 U.S.C. g 2la(e)(6). See P rocedure s for FCC Designation of Eligihle Telecommunications Car rie rs Pursuant to

Section 2 | 4(e )(6 ) oJ the Communications Ao. Public Notice, l2 FCC Rcd 22947, 22948 (1S97) (Section 214(c)(6)

Public Notice). The Commission requires that an ETC petit ion fi lcd rvith the Commission contain the lbllowing: (i)

a ccrtification and briel statement of suppofiing facts demonstrating that the petitioncr is not subject to the

iudsdiction of a state commission; (2) a ceftification that the petitioner offers or intends to offer all services
designated for support by the Commission pursuant to section 254(c); (3) a certification that the petitioner offers or
intends to offer the supportcd services "either using its own facil i t jes or a combination of its own lacil i t ies and resale
of another carrier's scrvjces;" (4) a description of bow the petit ioner "advcrtiscIs] thc a!ailabil i ty of Isupponcd]
services and thc charges therefor using media ofgeneral distribution" and (5) ifthe petit ioner is not a rural teJephone
company, a detailed descriplion of the geographic scrvice area for which it requests an ETC dcsignation trom the

Conmission. In addition, similar k) seclion 214(e)(2), section 214(eX6) ofthe Act directs the Commission to

det€rmine whctber designation of an ETC is "consistent with the public interest, convenicnce, and nccessity." 47

U,S-C. $ 2la(cX6).

1t See Federal State Joint Board on Llniversal Se n'ice. Order, CC Dockct No. 96-45, l7 FCC Rcd 22612, para. I
(2002) (Referrul Ordel. See also 17 U.S.C. $ 553(b). which provides an exception to (h€ notice and comtnent
rcquircment lbr "rules of agency organization, proccdure, or practice."

'oSee Referrul Order. 17 FCC Rcd at 226't2, at para. 1.

r5{)n February 7,2003, the Joint Board issued a Public Notice invit ing public comment on whether the
Commission's rules conccrning high cost support and the ETC designation process continuc to fuif i l l  their intended
purposes. See FederaL-Stete Joint Board on Unfiersal Senice Seeks Comment on Certain tf the Conmission'.r
Rules Relating to High-Cost Llniversal Serv[ce Suppt'n and the ETC Designatiorr Process, Public Notice, CC
Docket No. 96-45- 1 8 FCC Rcd l94l (2003') (Joint Board Portabili4"-ETC Public Notice). On July 3l . 2003. the

Joint Board hcld an en baric hearing on the Commission's rulcs on designation and funding ofETCs in high-cost

arcas. See http://www.fcc.gov/wcb/universal serv ice/docurnents/0307 3 1 .pdl- See also Federal-State Joint Boanl

on LJniversal Service to Hokl En Banc Hea ng on the PLrftobilitt' of High-Cosr Universal Service Srrpport und tha

ETC Designarion Process, Public Notice, CC Dockct No. 96 45. I 8 FCC Rcd 14486 (2003) (proliding noticc of

Jojnt Board en banc hetring).

"'Recontmended Decrior. l9 FCC Rcd at 4258-4260. paras. I 4.
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10. The Joint Board recommended that the Commission adopt permissive federal guidelines

for stales to consider in proceedings to designate ETCs under section 214(e)(5) ofthe Act." The Joint
Board concluded that permissive federal guidelines for minimum ETC qualifications would allow for a

more predictable application process in the states. In doing so, the Joint Board concluded that
permissive guidelines would also assist state.s in determining whether rhe public interest would be

served by a carrier's designation as an ETC.'o The Joint Board further stated that permissive
guidelines would improve the long{erm sustainability of the universal service fund, ensuring that only
lully qualified carriers that are capable of and committed to providing universal service would be able

to receive support.'e The Joint Board further recommended that the Commission apply the guidehnes
as mandatory requirements lo those proceedings in which the Commission acts under section
214(eX6).':O

I I . In order to curb growlh of the fund due to the increasing number of ETC designations and
the increased costs of rural incumbent LECs, the Joint Board also recommended that the Commission
limit the scope of high-cost support to a single connection per household that provides access to the
public telephone network in high-cost areas throughout the nation.'' The Joint Board determined that

supporting a single connection would be more consistent with the goals of section 254 of the Act than

the present system, which in some cases provides support for multiple connections to the public

switched telephone network. The Joint Board detemined that limiting the scope of support is
necessary to preserve the sustainability ofthe universal service fund," The Joint Board also concluded
that suppofiing a single connection would send more^_appropriate entry signals to carriers in rural and
high-cost areas, and would be competitively neutral.''' In conjunction with its proposal to Iimit high-
()st support to a primary line, the Joint Board recommended that high-cost support be capped on a per-
line basis and ad.iusted annually by an index^factor in areas that are served by rural carriers and where a
competitive carrier is designated as an ETC.'" On December 8, 2004, however, Congress passed the

2005 Consolidated Appropriarions Act, which prohibits the Commission from utilizing appropriated
funds to "modify, amend, or change its rules or regulations for Universal Service support payments to
implement the February 27,2004 recommendations ofthe Federal-State Joint Board on Universal
Scnice regarciing single connection or primary line restrictions on unitersal service plyments."rt

12. The Joint Board declined to recommend that the Commission modify th_e basis of suppon
(i.a., the methodology used to calcllate support) in study areas rvith multiple ETCs."' Instead, the Joint

' ?See 47  U-S.C.  g  214.

'oSee Recommended Decisiol, l9 FCC Rcd at 4258. para. 2.

'''See Reconuended Decisioa, l9 FCC Rcd at 4261 , para. 9.

20See Recomnentled Deci.tiot, l9 FCC Rcd at 4259, para. 5.

ltSee Recommended Decisior, l9 FCC Rcd at 4258-,1259, para. 3.

t'ld.

t-'!(t.

21k\.

152005 Ctnsolidqted Appropriarions Acr at $ 634.

z6See Reconmendetl Decisior. 19 FCC Rcd at 4259, para- 4-
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Board recommended that the Joint Board and the Commission consider possible modifications to the

basis of support as part of an overall review of the high-cost support mechanisms for rural and non-

rural carriers.''

13. On June 8,2004, the Commission released a Notice ofProposed Rulemaking seeking

comment on the proposals outlined in the Joint Board's Recommended Decislon conceming the.ETC

designation processind the Commission's rules regarding high-cost universal service support.?8 In

addition, the Commission sought comment on whether to modify its rules goveming the filing of

annual certifications and data submissions by ETCs.'?e

C, Commission Decisions Pending the Commission's Action on the Joint Board's
Recommendations

14- As the Commission and the Joint Board contemplated changes to the ETC designation
process, the Commission acknowledged the need for a more thorough ETC designation framework.
Specifically, on January 22, 2004, the Commission released the Virginia Cellular ETC Designation
Order, which granted in part and denied in part the petition of Virginia Cellular, LLC (Virginia

Cellular) to be designated as an ETC throughout its licensed service area in the Commonwealth of

Virginia.ro In that order, the Commission imposed reporting and other requirements on Virginia

Cellular as conditions of Virginia Cellular obtaining an ETC designation. These conditions required

Virginia Cellular: (l) to report annually on its progress torvard achieving its build-out plans, the total

number ofunfulfilled service requests, and the total number of complaints per 1,000 households; (2) to

comply with consumer protection and quality of service slandards; (3) to provision service to
requesting customers in the area for which Virginia Cellular is designated, including those areas
outside existing network coverage; and (4) to construct new cell sites in areas outside Virginia
Cellular's network coverage.'' The Commission also conducted a more thorough public interest
analysis, which analyzed the advantages and disadvantages of designating Virginia Cellular as an ETC

tt1d. {)n August 16, 2004. the Joint Board issued a Public Notice that sought cornment on issucs rclated to the high-

cosl universal support mechanisms for rural carriers and the appropriate ruml mechanism to succeed the live-year
plan adopted in the Rural Task Force Order. See Federal-State Joint Board on Universal Service Seeks Comment

on Certain ofthe Commission's Rules Relating to High-Cost Universal Service Suppon. Public Notice. CC Dockcl

No.96 45, FCC 04J-2, (rel. Aug. 16, 2004). Specifically. the Jojnt Board sought commcnt on three main issues: (l)

whether thc Commission should adopt a uniyersal service support nrechanism for rurai carriers based on lbrward

looking economic cost estimares or cmbedded costs; (2) whether the Commission should amend the "rural telephonc

company" dcfinit ion for high-cost universal servicc support to consider consolidating mulriple study arcas within a

stalc; and (3) whether the Commission should retain or modify scction -54.305 of its rules regarding the amount ot

universal scrvice support fbr transferred exchanges. /t1.

2EFeclerul Stete Joint Boqrd on Llniversal Service-CC Docket No. 96-45. Noticc of Proposed Rulemaking. 19 FCC

Rcd 10800 (2004) (ETC Designation NPRM).

2eSee ETC Designarion NPRM,l9 FCC Rcd at 10t102. para.5.

:'rSee Federal-Srate Joint Board o u-ni'ersal Senice; Virginia Cellutar, LLC Pethitn for Desi|nalion as an

E[iyible Telecommunications Carrier for rhe Conmonwealth ol Virglrrla, Ntcmorandum Opinion and Order, CC

Dockct No. 96 45. l9 FCC Rcd 1563. para. ) (2004) (Virginia Cellular ETC Designarion Orrler)-

1tSee Virginia Cellular EIC Desigttetion Ortle r, I9 FCC Rcd at 156-5, I575-76, l584-8-5. paras. 4, 27,28,46-
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and the potenrial for "creamskimming" that could result from Virginia Cellular's ETC designation."
The Commission further stated that the framework it established in the Virginia Cellular ETC
Designation Ortler henceforth would apply to all ETC designations pending completion ofthis Report

and order.r3

15. Following the framework established in the Virginia Cellular ETC Designation Order, on

April 12, 2004, the Commission released the Highland Cellular ETC Designation Order, which
granted in part and denied in part the petition of Highland Cellular, Inc-.. to be designated as an ETC in
pofiions of its licensed service area in the Commonwealth of Virginia.''" In the Highlttnd Cellular ETC
Designation Oftler, the Commission concluded, among other things, that_an ETC may not be
designated below the wire center level served by a rural incumbent LEC." The Wireline Competition
Bureau and Wireless Telecommunications Bureau subsequently issued several ETC designation orders
that follow the framework established in the Virginia Cellular ETC Designation Order and Highland
L' e I I u la r ETC Dc si gnar i on O rr)e r.t6

ilI. SCOPEOFSUPPORT

16. On December 8,2004, Congress passed the 2005 Consolidated Appropitttions Acl, which
includes a provision prohibiting the Commission from utilizing appropriated funds to "modify, amend,
or change its rules or regulations for Universal Service support payments to implement the February
27, 2004 recommendations of the Federal-State Joint Board on Universal Service regarding single

32 See V irginia CelluLar ETC Designation Order, I 9 FCC Rcd at 1565, I 575-76, I 5 85 86. paras. 26-33.
Creamskinmilg occurs when ETCs scrvt: a dispropo ionate sharc ofthe low-cost. high rcvenue customers in a rural

telephone company's study area- See irL at l9 FCC Rcd at 1585, para, 32

l"See Virginia Cellular ETC Designation Order,lg FCC Rcd at 1565, Para.4.

'*See Federal-State Joint Board on Universnl Service; Highland Cellular, I c. PetitbnJor Desienotiofi qs an
Eligible Telecomnunications Currier for rhe Commonv,eahh of Virghia,Memorandum Opinion and Order, CC
Docket No. 96-45, l9 FCC Rcd 6438, para. 33 (2001) (HighLrntl Cellulur ETC Desi4nation Ordet).

:\5See Hlghlantl Cetl lar ETC Designation Order.l9 FCC Rcd at 6.138, para- 33-

'nSee Federal-State Joitrt Board on Universal Service: Guam Cellulor and Paging lnc. d/b/a Saipancell Pctition for
[)esigntttiott as an EligibLe Teleconmun[cations Corrier on the lslunds ofSoipan, Tinian, and Rota h the

Commonwealth of rhe Northern Marianu]slards, Order, CC Dockct No. 96-45. 19 FCC Rcd 13812 120(\4) (Guanr

Cellular ETC Desigruttion Order); Federal State Joint Board on Universal Service; ALLTEL Connunications, lnc.
Petition for Designation as an Eligible Teleconnunitations Carrier bt Alaboma, FIorida. Georgia, North Carolina
and Virginia,Order, CC Docket No. 96-45, DA 04-3046 (2004) (ALLTEL ETC Designation Ordeil'. Federal'State
Joitt Board on Llniversal Service: NPCR, Inc. d/b/a Nextel Pan ers Petitions for Desigttotion as an Eligible
'I'eleconmunicatiotts Carrier ln Alabanra, Florttla, Georgia, Nev,York, Pennsllvania, Tennessee, and Virginia.
Ordcr, CC Docker No. 96-15, l9 FCC Rcd 16510. (20041 (Nextel Purrners ETC Designation Onler), Federal-State
Joint Board on IJniversal Service; Advantage Cellular S-''stems, lttc. Petitionfor Dasigttation as an Eligible
Teleconulunitations Carrier in the State oJ Te essee. Ordcr. CC Docket No. 96-45. I9 FCC Rcd 20985 (2004)
(Advantage Cellular ETC Designation O et): FedercLState ]oint Board on Universal Senice; Sprint Corporatton
Applictttions for Designation as an Eligible Teleconnunicatious Carrier in Aktbama, Florida, Georgiu, New York.

Norrh Carolina- Tennessee- and Virginia, Order. CC Docket No. 96 45, DA 04-3611 (.2004) (SPrnlt ETC

Designation Ordtr); Federal-State Joint Board on LJniversal Sen-ice; Publi<' Service Cellular, Inc. Petition for
Designation as an Eligible Teleconnunicatiotrs Carrier in Ceorgiu and Alabama, Order, CC Dockct No. 96-45.

DA 05-259 (2005) (PSC ETC Designarion Onler).
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connection or primary line restrictions on universal service support payments "'' Accordingly, in this
Report and Order, we do not consider the portion of the Joint Board's Recommended Decision related

to limiting the scope of high-cost support to a single connection that provides access to the public

telephone network.

IV. ETCDESIGNATIONPROCESS

17. State commissions and the Commission are charged with reviewing ETC designation

applications for compliance with section 214(e)(1) ofthe Act.'" A common carier designated as an

ETC must offer the services supported by the federal universal service mechanisms throughout the

designated service area.t' The ETC must offer such services using either its own facilities or a
combination of its own facilities and resale of another carrier's services.{ The ETC must also
advertise the supported services and the associated charges throughout the service area for which
designation is received, using media of general distribution.' ' In addition, an ETC must advertise the
availability of Lifeline and Link Up services in a manner reasonably designed to reach those likely to
qualify for those services.ot In this Repoft and Order, we adopt additional requirenrents consistent with

section 214 of the Act that all ETC applicants must meet to be designated an ETC by this
Commission.tr Fufther, although specific requirements set forth in this Report and Order may be

relevant only for wireless ETC applicants and some may be relevant for wireline ETC applicants, this

ETC designation framework generally applies to any type of common carrier that seeks ETC
desisnation before the Commission under section 214(eX6) of the Act."

:tiSee 2005 Consolidated Appropriatiotls Act at $ 634. The prohibition against using any appropriated funds ibr

adopting a primary line restriction expires September, 3O,2OO5. See id.

r8see 47  U.S,C.  $  2 l+ (eX l ) .

to47 U.S.C. g 2la(exl)(A)- The services that are supported by rhe federal univenial service support mechanisms are:
(1) voice grade acccss io the public switched network; (2) locai usage; (3) Dual Tone Multi l iequcncy (DTMF)

signaling or its functional equivalentl (4) single-party service or its functional equivalent; (5) acccss to emergency

services, including 91 I and cnhanced 9l1i (6) access to operator seNices; (7) access to interexchangc scrvices; (8)

access to dircclory assistancc; and (9)toll l inritation for quali lying low-income customers. See 47 C.F.R. $ 54.101.
While seclion 214(eX l) rcquires an ETC to "ofl 'er" thc seniccs supported by the fedcral univcrsal service support
mechanisms, the Commission has determined that this does not require a competit ivc carrier to aclually provide the

supponed services throughoul the designatcd service area belbre designation as an ETC. Federal-State Joint Brnnl

on IJniversel Sen-ice; Western Wireless Corporation Petition for Preenrption of an Order oJ lhe South Dakota
Public I lt i l i t ies Commissiott. f)eclaratory Ruling. CC Docket No- 96-45. 15 FCC Rcd 15168, 1-5172-75, paras. l0- I 8
(2000), recon. pcnding (Secrlor 211(e) Declarator) RulinB).

'047 U.S.c- g 2la(e)(lXA). An clriry thar oflers the supporlcd services exclusively through rcsalc shall not be

designated as an ETC- See .17 C.F.R. $ 54- l0 i (aX5).

a rSee 47  U.S.C.  g  z la (ex lXB) .

"47 C.F.R- $$ 54.405(b) and 5.t.411(d). Lifeline is a program that provides discounls to consumen on their

monthly relephone bil ls. .See 47 C.F.R. $$ -54.401 -54.'109. Link Up helps consumers with telcphone installation

costs. See 47 C.F.R. $$ 5.1.411-54.415.

" Sce Recomrnerrlecl Decision. 19 FCC Rcd at 4259, para- 5-

*47 U,S-C. g 2l. l(e)(O. Specil ically, porrions ofrhis order discuss the EfC liamework as i l relales 1o wireless

carriers because those are the common carriers that most frequently seck to be designated as ETCS bclbrc the

Commission- Src infra Dara.37 .
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18. In addition, we set forth our public interest analysis for ETC designations, which includes

an examination of ( l) the benefits of increased consumer choice, (2) the impact of the designation on

the universal service fund, and (3) the unique advantages and disadvantages of the competitor's service

offering. As pam of our public interest analysis, we also will examine the potential for creamskimming
in instances where an ETC applicant seeks designation below the study area level of a rural incumbent
LEC.

19. We encourage state commissions to require ETC applicants over which they have
jurisdiction to meet lhese same conditions and to conduct the same public interest analysis outlined in

this Report and Order. We further encourage state commissions to apply these requirements to all ETC

applicants in a manner that is consistent with the principle that universal service support mechanisms
and rules be competitively neutral."

A. EligibilityRequirements

20. As described above, ETC applicants must meet statutorily prescribed requirements before
wc can approve their designation as an ETC."' Based on the record before us, we find that an ETC
applicant must demonstrate: (l) a commitment and ability to provide services, including providing
service to all customers within its proposed service area; (2) how it will remain functional in
emergency situations; (3) that it will satisfy consumer protection and service quality standards; (4) that
it olTers local usage comparable to that ofTered by the incumbent LEC; and (5) an underslanding that it
may be required to provide equal access if all other ETCs in the designated service area relinquish their
dcsignations pursuant to section 214(e)(4) of the Act.{7 As noted above, these requirements are
rnandatory for all ETCs designated by the Commission. ETCs designated by the Commission prior to
this Report and Order will be required to make such showings when they submit their annual
certification fil ing on October 1, 2006. We also encourage state commissions to apply these
requirements to all ETC applicants over which they exercise jurisdiction- We do not believe that
different ETCs should be subject to different obligations, going forward, because of when they
happened to first obtain ETC designation from the Commission or the state. These are responsibilities
associated with receiving universal service support that apply to all ETCs, regardless of the date ol
initial designation.

1 Commitment and Ability to Provide the Supported Services

21. We adopt the requirement that an ETC applicant must demonstrate its commitment and
abitity to provide supported services throughout the designated service area: ( I ) by providing servrces
to all requesting customers within its designated service area; and (2) by subnitting a formal network
improvement plan that demonstrates how universal service funds will be used to improve coverage,

' )Se€ 47 U.S.C. g$ 254(bX3). (5). ln addition to the universal scrvice principles specifled in the I996 Act, Congress
directed the Joinr Board and the Commission to be guided by such other principlcs as they determine to be c(rnsiitcnt
rvith |hc Act, and necessary and appropriate l irr the protcction of the public interest- conveniencc, and necessity. See
,17 U.S.C. | 254(b)(7). As recomnrendcd by th{] Joint Board, the Commission adopted competit ive neutrality as an

additional principle for universal service. See Federal-Sttue Joint Boartl on Univer.tel Sen'i(.-e. P.cport and Order,

CC Docker No. 96-45. I 2 FCC Rcd 8776, 8801-04. paras, 45-52 ( 1997) (First U niversal Senice Report a d Orcler).

The Commission defines compctit ive neutrality as "universal scn,ice suppon mechanisms and rulcs that neilher

unfairly advantage nor disaclvantage one providcr over another. lnd ncithcr unlairl l , l-avor nor disfavor one

tcchnology over another." Se'e id.

"osee 47  U.S.C.  $  214.

a] 
See Recommen,led Det ision. l9 FCC Rcd at 4259, para. 5.
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signal strength, or capacity that would not otherwise occur absent the receipt of high-cost support. We

encourage states to adopt these requirements and, as recommended by the Joint Board, to do so in a

manner that is flexible with applicable state laws and policies. For example, states that adopt these

requirements should determine, pursuant to state law, what constitutes a "reasonable request" for

service.s In addition, lye encourage states to follow the Joint Board's proposal that any build-out out

commitments adopted by states "be harmonized with any existing policies regarding line extensions
and carrier of last resort obligations."ae

22. First, we agree with and adopt the Joint Board recommendation to establish a requirement
that an ETC applicant demonstrate its capability and commitment to provide service-throughout its
designated service area to all customers who make a reasonable request for service.tt' We conclude that
this requirement, which we adopted in the Virginia Cellular ETC Designation Order and Highlawl
Cellular ETC Designation Order, is appropriate as a general rule to ensure that all ETCS serve
requesting customers in their designated service area. Therefore, consistent with these orders, we
require that an ETC applicant make specific commitments to provide service to requesting customers rn

the service areas for which it is designated as an ETC.'' Ifthe ETC's network already passes or covers

the potential customer's premises, the ETC should provide service immediately." In those instances

where a request comes from a potential customer within the applicant's licensed service area but
outside its existing network coverage, the ETC applicant should provide service within a reasonable
period of time if service can be provided at reasonable cost by: ( I ) modifying or replacing the
requesting customer's equipment; (2) deploying a roof-mounted antenna or other equipment; (3)

adjusting the nearest cell towerl (4) adjusting-network or customer facilities; (5) reselling services from

another carrier's facilities to provide service;' ' ' or (6) employing, leasing, or constructing an additional
cell site, cell extender, repeater, or other similar equipment-'* We believe that these requirements will

ensure that an ETC applicant is committed to serving customers within the entire area for which it is
designated. If an ETC applicant determines that it cannot serve the customer using one or more of

tbese methods, then the ETC must report the unfulfilled request to the Commission within 30 days after

making such determination.55

23. Second, we require an applicant seeking ETC designation from the Commission to submit
a formal plan detailing how it will use universal service support to improve service within the servrce

18See Recommen,led Decisiotr. l9 FCC Rc{l at ,1268 , para.21 .

tosee Recomnended Decisioa. l9 FCC Rcd at .1266, para. 23. ' l-he Commission and stalc commissions wil l need to

determine whcther a particular request for service is "reasonable." We believc that rsquiring anETC applicant to

demonstratc its wil l ingness and capabil ity to provide service to all customers within the designated service area upon

request rvil l  help determinc whether a request is rcasonable.

51 See Virginia CelluLar ETC Designarion Order. I9 FCC Rcd at 1570- l57l . para. 15:. H ighland CellLdar ETC

Designation Order. l9 FCC Rcd at 6429-6430, para. J6.

tt ld.

'oSee Virginia Cellular ETC Designarion Orde r, l9 FCC Rcd at 1571 , para. 16:. Highland Cellular ETC Desiqdation

Order, l9 FCC l{cd at 6.+30, para. 17.

ttsee infra para. 69.
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areas for which it seeks designation." Specifically, we require that an ETC applicant submit a five-
year plan describing with specificity its proposed improvements or upgrades to the applicant's network
on a wire center-by-wire center basis throughout its designated service area.57 The five-year plan must
demonstrate in detail how high-cost support will be used for service improvements that would not
occur absent receipt of such support. This showing must include: (l) how signal quality, coverage, or
capacity will improve due to the receipt ofhigh-cost support throughout the area for which the ETC
seeks designation;5E 12; the projected start date and completion date for each improvement and the
estimated amount of investment for each project that is funded by high-cost support; (3) the specific
geographic areas where the improvements will be made; and (4) the estimated population that will be
served as a result of the improvements. To demonstrate that suppofied improvements in service will be
made throughout the service area, applicants should provide this information for each wire center rn
each service area for which they expect to receive universal service support, or an explanation of why

service improvements in a particular wire center are not needed and how funding will otherwise be
used to further the provision of supporled services in that area. We clarify that service quality
improvements in the five-year plan do not necessarily require additional construction of network
facilities. Furthermore, as discussed r'nfra, in connection with its annual reporting obligations, an ETC
applicant must submit coverage maps detailing the amounl of high-cost support received for the past
year, how these monies were used to improve its network, and specifically where signal strength,
coverage, or capacity has been improved in each wire center in each service area for which funding
was received.5e In addition, an ETC applicant must submit on an annual basis a detailed explanation
regarding why any targets established in its five-year improvement plan have not been met.

24. Some commenters assert that an applicant should submit more detailed build-out plans

than discussed above,60 while other commenters request that the build-out plans include a specific
timeline, including start and completion dates-o' Our approach incorporates many commenters'
suggestions; however, mandatory completion dates established by the Commission would not account
for unique circumstances that may affect build-out, including the amount of universal service support
or customer demand. On balance, we find that our approach allows consideration of fact-specific
circumstitnces of the carrier and the designated sen'ice area, while ensuring that high-cost support will
be used to imnrove service.

- '"See Virginia Cellular ETC Designation Order,lg FCC Rcd at 1565, 1575-?6, 1584 85, paras..l.27.28..16;
Highland Cellular ETC Designarion Ordel, l9FCCRcdat 1565, atPara. 17.

5tuniversal service support is not distributed lbr lincs provided through resale of another carrier's services. ln
addition, it should be noted that l ines provided by an ETC through resale of another carrier's services wil l not impact
the univ€nal service fund. since high-cosl support is not disbursed to ETC lines providcd in this manner. 47 C.F.R.
g 54.307- See also First Llniversal Serv,ice Report and Order. FCC Rcd at 8933 8934, para. 290. Thereforc.
carriers who improve thcir nctworks through resale wil l havc l itt le or no impact on the universal service fund.

t8See infra para. 69. Carriers can achieve this improvelnent through several different mclhods. such as the
construction of ccll Iowers, leasing space on existing to\\ 'ets, or rcsalc ol 'other carriers' services.

-eSee inlra para.69.

*See Dobson Comments at 8, Iowa Board Reply Comments at 3, OPASTCO Comments at 33; NTCA Comments at

17, State and Rural Coali l ion Commcnts at 8, and State and Rural Coalit ion RePly Comments at 13-14.

' 'See Nebraska RlCs Reply Commcnts at 9; NTCA Commcnls at 17.
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2. Ability to Remain Functional in Emergency Situations

25. We adopt the Joint Board's recommendation that we require an ETC applicant to

demonstrate its ability to remain functional in emergency situations.o' Specifically, in order to be

designated as an ETC, an applicant must demonstrate it has a reasonable amount of back-up power to
ensure functionality without an extemal power source, is able to reroute traffic around damaged
facilities, and is capable of managing traffic spikes resulting from emergency situations."' We believe
that functionality during emergency situations is an important consideration for the public interest.
Moreover, to ensure that ETCS continue to comply with this requirement, as discussed fu/ra, ETCs
designated by the Commission must certify on an annual basis that they are able to function in
emergency situations.s Because most emergency situations are local in nature, we anticipate that state
commissions that choose to adopt an emergency functionality requirement may also identify other
geographically-specific factors that are relevant for consideration. If states impose any additional
requirements, we encourage them to do so in a manner that is consistent with the universal service
pr inc ip le oI  compet i l i \ 'e  neut  ra l i ty .6 '

26. We also disagree u,ith commenters that propose that the Commission adopt a specific
benchmark requiring an ETC to maintain eight hours ofback-up power and ability to reroute traffic to
other cell sites in emergency situations.* We believe that such a benchmark is inappropriate because,
although an ETC may have taken reasonable precautions to remain functional during an emergency, the
extreme or unprecedented nature of the emergency may render the carrier inoperable despite any
precautions taken, including battery back-up and plans to reroute traffic. Furlhermore, we reject
suggestions thar ETCS should be required to publish signal strength for their primary digital technology
because signal coverage, quality, or capacity will already be reported on an annual basis to the
Commission as oart of the five-vear network improvement rrlan.6i

27. Furthermore, as discussed r1)fra, in connection with its annual repofiing obligations,
ETC applicant must submit data concerning outages in its designated service areas on an annual

ln connectlon with its annualrepoftlng obligations,

basis.68 In addition, to minimize the administrative burdens that may be associated with such reports,

42See Recontmendetl Declsloa, l9 FCC Rcd at 4269, para. 30; NTCA Commcnts at 8, State and Rural Coalitton
Cornments aI 10, lowa Board Rcply Comments at 3.

6lSee N'ICA Comnrnts at I8. and OPASTCO Comments al 35.

@ See infra para. 69 .

o'See supro para, l9: Dobson Comments at I L

onCommenters also conterd that specific enlbrccable requirements should be adopted that require ETCs to provide

an affidavit sraring that they wil l remain luncrional in an emergency. We believe that an affidavit is unnecessary and

redundant because as pan of its application. an ETC musl already demonstratc the abil itv to function in emergency

situations- Sez OPASTCO Conlnre ts at 35.

6tSee Century'ltf Commentsai 9. See also Reconrmended Detisiort- l9FCCRcd428l-82,para.6l.

6ESee ifra para.69.
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these reporting requirements are modeled after the Comrnission's reponing requirements concerning
outages adopted in lhe OulaBC Reprtrting Order.6e

3. Consumer Protection

28. As recommended by the Joint Board, we require a carrier seeking ETC designation to
demonstrate its commitment to meeting consumer protection and service quality standards in its
application before the Commission.T0 We find that an ETC appliczrnt must make a specific
commitment to objective measures to protect consumers. Consistent with the designation framework
established in the Virginia Cellulur ETC Designatitn Order and Highland Cellular ETC Designation
Order and as suggested by commenters, a conrmitment to comply with the Cellular
Telecommunications and Internet Association's Consumer Code for Wireless Service will satisfy this
requirement for a wireless ETC applicant seeking designation before the Commission.Tr We will
consider the sufficiency of other commitments on a case-by-case basis.tz We believe that requiring an
ETC applicant to demonstrafe that it rvill comply with these consumer protection requirements is
consistent with section 254 of the Act, and with related Commission orders that require policies that
universal service serve "the public interest, convenience and necessity"" and ensure that consumers are
able to receive an evolving level of universal service that '1ak[es] into account advances in
relecommunications, and informarion technologies and services."E In addition. an ETC applicant, as
described inJfrd, must report information on consumer corlrplaints per 1,000 handsets or lines on an
annual basis.Ts

29. We also believe that adopting state specific requirements as part of our ETC designation
process might require the Commission to interpret state statutes and rules. An ETC applicant must
commit to serve the entire service area and must provide five-year network improvement plans

""See New Pan l ofthe Commission's Rules Conceming Disruptiotls to Connunicutions, Report and Order and
Furthcr Notice of Proposed Rule Making, ET Docket No. 04-35, l9 FCC Rcd 16830 (2004) (Outage Reportit lg
0 nle r\.

lnSee Recomnended Decisiol, l9 FCC Rcd al 4270, para- 3 | ; NTCA Comments at 20, Oregon Commission
Comments at 5 and Iowa Board Reply Comments at 3.

'-tSec \/irginia Cellular ETC Desig arion Ortler,l9 FCC Rcd ar 157 6 11, para.30 Highland Cellular EIC
D?siEnat[ot1 Order FCC Rcd at 6433, para. 24. See also Dobson Commenls al 12, and Dobson Reply Comments at
7-8. CTIA. Consumer Code for Wirelcss Service, available at hltp://www.\\'ow-com.com/pdf/The-Code.pdf.
Under the CTIA Consumer Code, wireless carricrs agree to: ( l ) disclose rales and tenns ol service to customers; (2)

make available maps showing where servicc is generally availablc; (3) provide contmct tcrms ao customers and

confirm changes in service: (4) allow a trial period for new service; (5) provide specific discloswes in advertising:
(6) separately identily carrier charges fiom taxes on billing statcments; (7) provide customers the dght to terminlte
service for changes to contracl terrns; (8) provide ready access to customer service; (9) promptly respond to
consumer inquiries and complaints received from government agcncicsi and (10) abide by policies for protection of

consumer privacy.

'zFor example, to thc extent a wireline or wireless ETC appjicant is subjcct to consunrer protcction obligations undcr

s la le  la \4 .  \ 'umnl i lnce  $ i lh .uch  lx ' " r , '  m i ry  mect  our  requ i r rmen l .

7:rSet, .17 U.S.C. s 25'+(bX7).

7lsee 4? U.s.c. $ 254(c).
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addressing each wire center for which it expects to receive support.'" We therefore conclude, given the

consumer protection measures and other requirements adopted above and the provision in section

214(d@) of the Act that protects customers in the event that another ETC relinquishes designation,

that it is unnecessary to impose additional obligations as a condition of granting ETC status to a

competitive carrier.

30. As wirh the other requirements adopted in this Report and Order, state commissions that
exercise jurisdiction over ETC designations may either follow the Commission's framework or impose
other requirements consistent with federal law to ensure that supported services are offered in a manner
that protects consumers. Several commenters argue that an ETC should be required to__submit to the

same state laws concerning consumer protection that the incumbent LEC must follow." These include,

for example, billing, collection, and mediation obligations- In determining whelher any additional

consumer protection requirement should apply as a prerequisite for obtaining ETC designation from
the state - i.e., where such a requirement would not otherwise apply to the ETC applicant - we

encourage states to consider, among other things, Ihe extent to which a particular regulation is
necessary to protect consumers in the ETC context, as well as the extent to which it may disadvantage
an ETC specifically because it is not the incumbent LEC. We agree with the Joint Board's assertion
that "statis should not require regulatory parity for parity's sake."7S We rherefore encourage states that
impose requirements on an ETC to do so only to the extent necessary to further universal service goals.

3l . We also reject commenters' arguments that consumer protection requirements imposed

on wireless carriers as a condition for ETC designation are necessarily inconsistent with section 332 of

the Act.?e While Section 332(c)(3) ofthe Act preempts states from regulating the rates and entry of
CMRS providers, it specifically allows states to regulate the other terms and conditions of commercial

mobile radio services.E0 Therefore, states mav extend generally applicable, competitively neutral

requirements that do not regulate rates or entry and that are consistent with sections 214 and 254 of the
Act to all ETCs in order to preserve and advance universal service.E'

4, Local Usage

32. We adopt the Joint Board's recommendation that we establish a local usage requirement as
a condition of receiving ETC designalion.s? Specifically, rve require an ETC applicant to demonstrate
that it offers a local usage plan comparable to the one offered by the incumbent LEC in the service
arcas for which the applicant seeks designation. As in past orders, however, we decline to adopt a
specific local usage threshold.

-\ee sttlrra pata. l-..

/7.9ee CcnturyTel Comments at

18 See Re c o nnettde d De t ision,

reSee Nextel Cornmcnts at 18.

sosee 47 U,S.C. g 332(cX3).

8 rSre  47  U,S.C.  $$  214.  254.

E1 S e e Re co mm e nd ed D eci siotr,

l l , NASCUA Commcnls at 39, SBC Commcnts at 7, and USTA Comments at l0- I 1.

l9 FCC Rcd al 4271 . para. 3.1.

l9 FCC Rcd at .1271, para. 35.
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33. The Commission requires an ETC to provide local usage in order to receive universal

service high-cost support.s3 ln lhe First Repon and Order, the Commission determined that an ETC
should provide some minimum amount of local usage as part of its "basic service" package of

suppor;d services, but declined to specify lhe exact amount of local usage required.s4 We- believe the

Commission should review an ETC appliczrnt's local usage plans on a case-by-case basis."' Fot

example, an ETC applicant may offer a local calling plan thar has a different calling area than the local

exchange area provided by the LECs in the same region, or the applicztnt may propose a loc-al calling
plan that offers a specified number of free minutes of service within the local service area.oo We also

can envision circumstances in which an ETC is offering an unlimited calling plan that bundles local
minutes with long distance minutes. The applicant may also plan to provide unlimited free calls to
govemment, social service, health facilities, educational institutions, and emergency numbers.n' Case-
by-case consideration of these factors is necessary to ensure that each ETC provides a local usage
component in its universal service offerings that is comparable to the plan offered by the incumbent
LEC in the area.

34. We encourage state commissions to consider whether an ETC offers a local usage plan
comparable to those offered by the incumbent in examining whether the ETC applicant provides

adequate local usage to receive designation as an ETC.88 In addition, although the Comrnission has not
set a minimum local usage requirement, there is nothing in the Act, Commission's rules, or orders that
would limit state commissions from prescribing some amount of local usage as a condition ofETC
status,8e

5. Equal Access

35. The Joint Board recommended that the Commissjon adopt guidelines that would encourage
states to require an ETC be prepared to provide equal access{ if all other ETCs in that service area
relinquish their designations pursuant to section 214(e)(4) of the Act.er Although we do not impose a

r3,s"e 47 C.F.i{. g 5a.101(a)(2).

6nSee Federal State Joht Board on I..lniversal Service, Rcport and Order, CC Docket No. 96-45, 12 FCC Rcd 8776,
8812-14 (1997) (First Llniversql Senice Report lnd Order). See 47 C.F.R. $ 5a.l0l(a)(2)

85See Recommended Declsion, l9 FCC Rcd at.127l 4212. pa-a.35-36; F. Will iamson Commcnts at 3l (maintaining

that wireless ETCS should be requircd to provide at least the average iocal usagc utilized by the customers of the
iocumbcn( LEC in the designated servicc arca).

8\n the Ilighlantt Cetlular ETC Designation Order and the Virginfu Cellular ETC Designatiott Ortler, the

Commission found that Highland Ceilular and Vir-sinia Cellular customcrs were subiected to fewer toll charges than

the customers using the incumbirnt's plan and that customers had a choice of a variety of Jocal usagc plans. many of
which included alargevolume ofminutes. See Highland Cellular ETC Designation Onler, 19FCCRcdat6433.
para. 23; Viginia Cellular ETC Designltion Order, l9 FCC Rcd at t576, para.29.

81See Recontrneruled Decisioa, l9 FCC Rcd at 4272. para.36.

EBSee Recommentletl Det isloa, l9 FCC Rcd at 4271, para. 35.

sesee lt l.

eol]qual access includes, among other things. thc abilily t{} acccss the presubscribed k}ng distance carrier of the

cuslomcr's choice b]' dialing l+ thc phone numbcr. See Definirions Order. l8 FCC Rcd at 15092' para 6

et See Ret'omneruled Decision, l9 FCC Rcd at 4268, para. 28.
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general equal access requirement on ETC applicants at this time, ETC applicants should ackrowledge

that we may require them to provide equal access to long distance carriers in their designated service

area in the event that no other ETC is providing equal access within the service area.'" Specifically, we

find that if such circumstances arise, the Commission should consider whether to impose an equal
access or similar requirement under the Act.''r Accordingly. we will decide whether to impose any

equal access requirements on a case-by-case basis.

36. Under section 214(e)(4:1 of the Act, if an ETC relinquishes its ETC designation, the
Commission must examine whether the customers that are being served by the relinquishing carier
will be served by the remaining ETC or ETCs." As part of that process, the Commission might also

examine whether it is necessary to require the remaining ETC to provide equal access. Furthermore,

under section 251(hX2) ofthe Act, the Commission may treat another carrier as the incumbent LEC if

that carrier occupies a position in the market that is comparable to the position occupied by the

incumbent LEC, if such carrier has subsrantially replaced an incumbent LEC, and if such treatment is
consistent with the public interest, convenience and necessity." One obligation imposedon incumbent
LECs is the requirement to offer equal access in connection with their wireline services.e6

6. Adequate Financial Resources

37. We decline to adopt the Joint Board's recommendation that an ETC applicant demonstrate
that it has the financial resources and ability to provide quality services throughout the designated

service area.eT We believe that compliance with the existing requirements for ETC designation, along

with the criteria adopted above, will require an ETC applicant to show that it has significant financial

resources. Specifically, an applicant must demonstrate the ability to offer all the supported services in

the designated area by submitting detailed commitments to build-out facilities, abide by service quality

standards, and provide services throughout its designated service area upon request.eE Ancl in its annual

e2See iel.

q lSee,  
e .g . ,47  U.S.C.  $$  2 t4 (e) (4 ) .332(c ) (8 ) ,  252(hX2) .

'047 U.S.C. $ 2la(e)(a). The statutory provision states that a state commission or, in the case ol a common carrier

not subject lo stale contmission .jurisdiction, the Commission "shall pcrmit an eligible telecornmunications carrier tr)

rclinquish its designation as such a carrier in any area served by morc than one eligible telecommunications carrier."

/d. The carrier seeking to relinquish its designation must give advance notice to the state cotnmission or the

Commission. /d. Prior to allowing thc carrier to cease providing universal service in the atea, the remaining ETC or

ETCs wil l be required to ensure that all customers served by thc reiinquishing carrier wil l continuc to be sen'ed. The
remaining ETC or ETCS will be permitted up to onc ycar from the approval of the requcst to relinquish ETC status to
purchase facil i t ies or equipment and complete construction to bc ablc to serve the relinquishing carricr's customers-
td.

! '5See 47 U.S.C. $ 25 l(hX2).

e6See 4? U.S.C, g 251(g) (preserving equal access obiigations applicable to loca) exchange carrien prior to the 1996

Act). See qlso 47 U.S.C. $$ 3(26), 25 I (b)(l). Scction 3(26) of lhe Act excludcs CMRS providen from the

delinit ion of "local cxchange carricr." "except to thc cxtcn( thal the Commission finds that such servica should be

includcd in the deflnirion of such term." lf theCommission wcrc lo nrake such afinding, section 251(b)(3)requires
provision of dialing parity. which is a major component ol equal access. '17 U.S.C. $ 25I (bl(l).

ei See Reconnrendetl Declrioa, I 9 FCC Rcd at 4266. para. 22.

')BSee 
infra oaras. 2l -23.
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certification and reporting requirements, an ETC must demonstrate that it has used universal service
support to provide quality service throughout the designated area. In addition, most wireless carriers,
the largest group of competitive ETCs that the Commission designates, are already operating systems
within their licensed market areas, thereby demonstrating in practice their ability to provide such
services. Since 1994, moreover, wireless licensees have purchased their licenses at auction, which
evinces that they have sufficient resources to provide service." After obtaining a license, whether by

auction or other means, wireless carriers must further comply with the Commission's rules by meeting
builtl-out or substantial service requirements for the particular service.r@ Therefore, we find additional
linancial requirements are unwarranted to demonstrate that an ETC applicant is capable of sustaining
rrperations and supported services.tot

38. We further disagree with commenters that argue that an ETC should be required to
demonstrate that it has the financial capability to sustain operations and supported services if an
incumbent LEC relinquishes its designation.r02 As discussed infra, section 214(e)(4) of the Act already
contemplates safeguards for protecting customers served by an ETC that relinquishes its designation.ros

39. In sum, we do not believe thar additional requirements concerning financial qualifications
are necessary when determining whether to designate an ETC applicant. We believe that existing ETC
obligations adequately ensure financial stability. In the event that state commissions do consider
financial qualification factors in their ETC designations, wc encourage them to do so in a manner that
is consistent with the principle that universal service support mechanisms and rules be competitively
neutral-lo4

eeSee Dobson Comrncnts at 7 8.

rfrThe specific requirements vary according 1o scrvice. For example, 30 MHz broadband PCS licensees must
prDvide adequate service to l/3 ofthe population within l ive years ofbeing l icensed and 2/3 ofthe populatjon within

l0 years ofJicensing. See 47 C.F.R. $ 24.20:l(a). In the cellular senice, any areas not built out within five years of
l icensing become "unserved areas" thal may be l iccnscd to another applicant- See 47 C.F.R. $$ 22.91I, 22.947,
22.949 - ln other scrvices, l icensees may salisfy construction requirements by offc ng "substantial seryice" in their
l icensed area. See, e.g.,47 C.F.R. SS 24.203(b) (substantial service as alternative to specifrc build-out requirements
t'rrr I0 MHz broadband PCS licensccs;. 90.685 (substantiaJ service as allcrnativc to specific build out requirements
for Economic Area Spccialized Mobile Radio l icensccs); 27.14(a) (substantial service requirement for Wircless
Communications Scrvices l icensees). Substantial service was established for circumstances where the Commission
has dctermincd that more flcxiblc construction requiremcnts ralhcr than lixed benchmarks rvould mere l ikcly result
in the efficient use of spectrum and the provision of service to rural, remote, and insular arcas, See ,4 mendment of the

Commission's Rules ta Est blish Pan 27, the Wireless Comnwications Sen'ice ("WCS"). Repon and Order, l2

FCC Rcd 10785, 10843, atpara. l l l  (1997) (lyCSReport and Onler). In addition, the Commission considcrs
whether a l icensee ()1[crs substantial servicc in dclcrmining whether to grrnt a renewal cxpectancy. See, e.g.,17
C.F.R. gg 22.940(aXl) (cellular),2.1.16 (PCS). 'fhe Comrnission has defincd "substantial servicc" as "service which

is sound. favorable, and substantially above a level of mediocre service which just might minimally warrant
renewal." /L

r0r.9ee NTCA Conments at 16, and SBC Comments at 6-7- See a/ro. WTA Comments, at l4 (WTA argucs lhat
prospectj!e carriers seekin-v regulatory aulhorizalion have oflen emplolcd "crcalive" methods for bolst€ring thcir

f i nancial representation).

r02See California Comments al4, and USTA Commcnts at 8.

'ur,l7 U.S.C. $ 214(cX4). See in/ra para.36.

toaSee First Llniversal Sen'ice Report and Order. l2 FCC Rcd at 8ti0l-0'1, paras.45 52.

t 8
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B. Public Interest Determinations

40. Under section 214 of the Act, the Commission and state commissions must determine that
an ETC designation is consistent with the public interest, convenience and necessity.r05 The
Commission also must consider whether an ETC designation serves the public interest consistent with

Section 254 of the Act.''u Congress did not establish specific criteria to be applied under the public

interest tests in section 214 or section 254.107 The public interest benefits ofa particular ETC
designation must be analyzed in a manner that is consistent with the purposes of the Act itself,
including the fundamental goals of preserving and advancing universal service;i08 ensuring the
availability ofquality telecommunications services atjust, reasonable, and affordable rates;l@ and
promoting the deployment of advanced telecommunications and information services to all regions of

tbe nation, including rural and high-cost areas."u Beyond the principles detailed in the Act, the
Commission and state commissions have used additional factors to analyze whether the designation of
an additional ETC is in the public interest.r't

41. In instances where the Commission has jurisdiction over an ETC applicant, the
Commission in this Report and Order adopts the fact-specific public interest analysis it has developed
in prior orders.rr2 First, the Commission will consider a variety of factors in the overall ETC
determination, including the benefits of increased consumer choice, and the unique advantages and
disadvantages ofthe competitor's service offering.r't Second. in areas where an ETC applicant seeks

de.signation below the study area level of a rural telephone company, the Commission also will conduct
a creamskimming analysis that compares the population density of each wire center in which the ETC
applicant seeks designation against that of the wire centers in the study area in which the ETC

'0 t47 u.s.c.  g 2la(cx2).

'0u47 U-S.C. $ 254(bX7). Section 254 rcquires that support be distributcd in a manncr that is specific and
predictable. and also requires that the Commisskrn. in conjunction with the Joint I loard, consider principlcs it

detcrrnines "are neccssary and appropriale for thc protection of the public intercst, convcnicncc and necessity and are

consistent with this Act." 47 U.S.C. $$ 254(bXl ), (7).

r0r'Refore tlesignating an additional cligible telecommunications carricr for an arca scrved by a rural telephone

conpany, the Commission shall f ind that thc dcsignation is in the public interest-" 47 U.S,C. $ 2la(e)(2).

'n847 u.s.c. $ 25+(b).

"''47 u.s.c. g 254(bX1).

"u,17 U-S-C. $ 254(bX3). See, e.g., Application of WWC Texas RSA Limitcd Partncrship for Designation as an

Eligiblc Tclecommunications Carrier Pursuant to 47 U.S-C. $ 214(e) and PUC Subst. R- 26..118, PUC Dockel No

22289. SOAH Docket No. 473 00-1 167, Ordcr at 25 (Tex. Pub. Util. Conrm'n Oct. 30. 2UXD.

"rFor instance. the Alaska Conrmission considers thc availabil itv of new choices lbr customers: allordabil ity; quaiity

of servicc; service to unserved customers: comparison of bcnefits to public cosl; and considerations of matedal harm.

Reqttest by Alaska Digitel, LLC for Designation as a Carrier Eligible to Ret'eive Fetlerul Universal Service Support

Llndcr the Telecommunicutions Act of 1996, U-02-39, Order No- 10, {hder Cranting Eligible felecommunications

Carricr Status and Requiring Fil ings (Reg. Comm'n of Ala. Aug. 28. 2003).

tt)See Vir1l[nia Cetluhr ETC Designation Orde r. 19 FCC Rcd at | 5?4-8 | . paras, 26-39 Highland Cellular ETC

Desip,nation Order, l9 FCC Rcd at 6131 38, paras. 20-35.

tttSee e.g., Advatttage Cellular ETC Designution Order, ar p^ra. 18 Highla, Cellular ETC Designation Orde4 19

FCC Rcd at 6432, p ara. 221 Virginia Cellular ETC Desigttation Order. 19 FCC Rcd a1 I575-76, para. 28.

t 9
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applicant does not seek designation."o Based on this analysis, the Commission will.deny designation if
it concludes that the potential for creamskimming is contrary to the public interest."' The Commrsston
plans to use this analysis to review future ETC applications and strongly encourages state commissions

to consider the same factors in their public interest reviews.

42. We find that before designating an ETC, we must make an affirmative determination that
such designation is in the public interest, regardless of whether the applicirnt seeks designation in an
area served by a rural or non-rural carrier.tt6 In the Virginia Cellular ETC DesiSnation Or.ler,lhe
Commission determined that merely showing that a requesting carrier in a non-rural study area
complies with the eligibility requirements outlined in section 214(e)(l) ofthe Act would not
necessarily show that an ETC designation would be consistent with the public interest in every
instance.r r7 We find the public interest concems that exist for carriers seeking ETC designation in
areas served by rural carriers also exist in study areas served by non-rural carriers. Accordingly, we
find that many of the same factors should be considered in evaluating the public interest tbr both rural
and non-rural desigrrations, except that creamskimming effects will be analyzed only in rural studi
areas because the same potential for creamskimming does not exist in areas served by non-rural
incumbent LECs.

43. We note that section 214 ofthe statute provides that, for areas served by a rural incumbent
LEC, more than one ETC d), be designated if doing so rvould serve the public interest.rr8 In addition,
"Ib]efore designating an additional IETC] for an area served by a rural telephone company, the Istate
Commission under section 214(e)(2) or Commission under section 2la(eX6)l shall find that the
designation is in the public interest."rre ln contrast, section 214 provides that additional ETCs sftall be
designated in an area served by a non-rural incumbent LEC. Therefore, although we adopt one set of
criteria for evaluating the public interest for ETC designations in rural and non-rural areas, in
performing the public interest analysis, the Commission and state commissions may conduct the
analysis differently, or reach a different oulcome, depending [pon the area served. For example, the
Commission and state commissions may give more weighr to certain factors in the rural context than in

tta See Atlvantage Cellular ETC Designation Onler at para.2O. Highland Cellular ETC Designtttion Order. 19 FCC
Rcd at 6434 35, para. 26; Virginia Cellular ETC Designatiort Orrler, 19 IrCC Rcd at I 5?8, para- 32.

t15See Adya tage Cellular ETC Designaion Order at24 Highland Cellular ETC Designatioa Or.ler. 19 FCC Rcd
at 6434-:15. para- 26; Virginia Cellular ETC Designatiotl Orde r, l9 FCC Rcd at 1580, para. 35.

' 'owhile the Virginia Celhtlar ETC Designation Orrler analysis d id not require ihat the ETC applicant meet the same
public interest standard for both rural and non-rural study areas, it found that ifthe applicant met the public interest
standard fbr the rural study areas, that u'ould be suflicicnt to satisly the public interest test for non-rural dcsignations.
It defered to this procccding the broader question of whcthcr applicants must always satisfy the samc public interest
requirements firr rural and non-rural study arcas. Virgitria Cellular ETC Designation Oruler, l9 FCC Rcd at 1575,
para. 21 . See also Highland Cellular ETC Designation Order, l9 FCC Rcd at 6431-32, para. 21 .

tti See Virgbtia Cellular ETC Designation Order- I9 FCC Rcd al I575. para. 27 . See ulso Hi.qhlantl Cellular ETC
Desi,qndtion Order, l9 FCC Rcd at 6431-32, para. 21. Priortothese orders, theWireline Cornpetit ion Bureau found
designation of addirional ETCs in areas scrved by non-rural telephonc companics to bl] p?r rc in the public interest
bascd upon a demonstration that the requesting carrier complied with the statutory eligibil i ty obligalions of section
214(eX I ) of the Act. See, e.g., Cellco Parrnership d/b/a Bell Arluntic Mobile Petirion for Designution as an Eligible
Telecotnmunicotions Carrier. CC Docket No. 96-45. Memorandum Opinion and Order- l6 FCC Rcd 39 (Com. Car.
Bur. 2000).

"847 u,s,c.  gg 2la(e)t2).  (6).
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the non-rural context and the same or similar factors could result in divergent public interesl
determinations, depending on the specific characteristics of the proposed service area, or whether the

area is served by a rural or non-rural carrier.

l. Cost-Benefit Analysis

44. We conclude that we will continue to consider and balance the factors listed below as part

ofour overall analysis regarding whether the designation ofan ETC will serve the public interest. In
determining whether an ETC has satisfied these criteria, the Commission places the burden ofproof
upon the ETC applicant.r20

(1) Conswner Choice: The Commission takes into account the benefits of
increased consumer choice when conducting its public interest analysis.r2r In
particular, granling an ETC designation may sen'e the public interest by
providing a choice of service offerings in rural and high-cost areas.'t' The
Commission has determined that, in light of the numerous factors it considers
in its public interest analysis, the value of increased competition, by itself, is
unlikely to satisfy the public interest test.''''

(2) Advantases and Disarlvantages (t Pafticular Senice Ofiering: The
Commission also considers the pafiicular advantages and disadvantages of an
ETC's service offering. For instance, the Commission has examined the
benefits of mobility that wireless carriers provide in geographically isolated
areas,'t* th. possibility that an ETC designation will allow customers to be
subject to fewer toll charges,'2t and tbe potential for customers to obtain
services comparable to those provided in urban areas, such as voicemail,
numeric paging, call forwarding, three-way calling, c:rll waiting, and other
premium services.' 'o The Commission also examines disadvantages such as
dropped cal l  r i tes and poor  coterage. ' t '

45. In addition. we believe that the requirements we have established in this Report and Order
forbecoming an ETC will help ensure that each ETC designation will serve the public interest. For

DoSee Atlvantage Cellulur ETC Designation Ord?r al para. 16 Highland Cellular ETC Designmion Order, 19 FCC
Rcd at 6431 , para. 20;' Virginia CelLular ETC Designarion Onler. 19 FCC Rcd at 1514, pata.26.

rzt See Adrertage Ce!lular ETC Designation Order al pnra. 18 Highland Cellular ETC Designation Order. 19 FCC
Rcd at 6424. para. 41 Virginia CelLular ETC Designatiotl Order. 19 FCC Rcd at 1565. para. .{.

t22See Yirginia Celhttar ETC Destgnation Order. l9 FCC Rcd at 1569, para. 12.

t2l See Highlancl CelLular E7 C Designation Order, 19 FCC Rcd at 6424 . para- 4; Virginia Cellular ETC Designutiott

Order. 19 FCC Rcd at 1565- para. l.

t24Sce Adrentage Celtnlar ETC Designation Order arpara. 19 Highland Cellular ETC Designution Order, 19 FCC
Rcd at 6432-33. para.23:. Virginia Cellular ETC Desigtlation Order- l9 FCC Rcd at 1569, para. 12.

t25 See H ighlond Cellular ETC Designation Order. 19 FCC Rcd at 6432 33, para. 23.

t26See Acl|antage Celltttar ETC Designation Order al para. 19.

t2l See Highland Cettular El C Designation Order. 19 FCC Rcd al 6'133, para. 241 Virginia Cellular ETC

Desi4nation Order. 19 FCC Rcd at 1576, para. 30.
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example, the requirements to demonstrate compliance with a service qualiry improvement plan and to
respond to any reasonable request for service will ensure designation of ETC applicants that are -
comrnitted to using high-cost support to alleviate poor service quality in the ETC's service area.'t'

46- We disagree with commenters who contend that we should adopt a more precise cost-
benefit test for the purpose of making public interest determinati ons.rre While we believe that a
consideration of both benefits and costs is inherent in conducting a public interest analysis, we agree
with the Joint Board's recommendation and decline to provide more specific guidance at this time on
how this balancing should be performe,l.'to The specific determination, and the relative weight of the
relevant considerations, must be evaluated on a case-by-case basis.

47. We also reject the assertions of several commenters that a more stringenr analysis is
necessary to determine whether an ETC designation is in the public interest.l3r These commenters
argue that the current ETC application process is not rigorous enough to meet section 214(eX2) ofthe
Act and that ETC applicants should be required to demonstrate the public benefit they will confer as a
result of the ETC designation.r3? We believe that the factors set out in the Virginia Cellular ETC
I)esignatiott Order, as expamJed in this Report and Order, allow for an appropriate public interest
determination.

2. Potential for Creamskimming Effects

48. As part ofthe public interest analysis for ETC applicants that seek designation below the

scrvice area level of a rural incumbent LEC, we will perform an examination to detect the potential for
crcamskimming effects that is similar to the analysis employed in the Virginia Cellular ETC
Designatitttt Order and the Hightand Cellular ETC Designation Or,ler.tt' As discussed below, the
state commissions that apply a creamskimming analysis similar to the Commission's will facilitate the
Commission's review of petitions seeking redefinition of incumbent LEC service areas filed pursuant
to section 214(eX5) of the Acr.rr"

128 Se e supra paras. 2l -23.

rr' ' . \ee CenturyTel Commenls at 11-12, GVNW Comnrents at 13. F. Will ianrson Comments at l8-20. IT'|A

Cemments at 2l-2?. NASUCA Comments at 33-34.

I rrsee Recommended Decision, I9 FCC Rcd. at 4274, paru. 42.

r3rCC Communications Comments al 3 6. Coalit ion Conrments al 4-13, F. Will iamson Comments at l2-25, GVNW
Consulting, Inc- Comments at l2 I 3. ITTA Comments at 20-27, NASUCA Connncnts at 36, SBC Comments at 8,
TCA Comments  a t  9  |1 .

':"CC Communications Comments at 3-6. Coalit ion Comments al4-13, F. wil l iamson Comments at l2-25. GVNW

Consu)ting. Inc- Conrments at l2- I 3, ITTA Comments at 20-27. NASUCA Cotnments at 36, SBC Comments at 8,
'I 'CA Comments at 9-l L

rl l ln this Order, the term "senice area" is uscd in rcference to both study and scrvice areas. The 1996 Act provided

that lhe term "service area" means the company's "study area" in arcas scrvcd by a rural telephone company- S?c'47

U,S.C, g 214{e)(-5): Federal Srate Joinr Board on Univerur / Senice, Report and Order. CC Docket No- 96-45, 12

FCC Rcd 8776, 879l-92. para. 25 (199'7t.

't '47 Lt.S.C- g 2la(e)(5), Scction 54.207 ofthc Commission's rules, which implcmcnLs section 214(e)(5) ofthc

Communications Act of 1934, as amended, provides that a rural telcphonc coDpany's study area wil l bc its sludy

area "unless and unti l the Commission and the states. alter takjDg inlo accouni the recomm€ndations of a Ftderal-

Stare Jainl Board instituted undcr scctjon 410(c). establish a different dellnil ion of study arca for such company." 4?
(cont inued- . . . )  
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49- When a competitive carrier requests ETC designation for an entire rural service area, it
docs not create creamskimming concerns because the affected ETC is required to serve all wire centers
in the designated service area.r35 The potential for creamskimming, however, arises when an ETC
seeks designation in a disproportionate share of the higher-density wire centers in an incumbent LEC's
service area.t:'6 By serving a disproportionate share of the high-density ponion of a service area, an
ETC may receive more support than is reflective of the rural incumbent LEC's costs of serving that
wire center because support for each line is based on the rural telephone company's average costs for

serving the entire service area unless the incumbent LEC has disaggregated its support."' Because line

density is a significant cost driver, it is reasonable to assume that the highest-density wire centers are
the least costly to serve, on a per-subscriber basis. The effects of creamskimming also would unfairly
atl'ect the incumbent LEC's ability to provide service throughout the area since it would be obligated to
serve the remaining high-cost wire centers in the rural service area while ETCs could target the rural
incumbent LEC's custonrers in the lowest cost areas and also receive support for serving the custorners
in these areas.t:tB In order to avoid disproportionately burdening the universal service fund and ensure
that incumbent LECs are not harmed by the effects of creamskimming, the Commission strongly
encourages states to examine the potential for creamskimming in rvire centers served by rural
incumbent LECs. This would include examining the degree of population density disparities among
wire centers u.ithin rural service ereas, the extent to which an ETC applicant would be serving only the
most densely concentrated areas within a rural service zuea, and whether the incumbent LEC has
tlisaggregated its support at a smaller level than the service area (e.g., aI the wire center level).rre

(Continued from previous page)
C-F.R. $ 54.207(b). Among other things, the Joint Board recommended that the state commissions and the

Comnrission consider and protect against the potential for crearnskimming whcn contcmplating ir request to rcdetine
a study area. See Federal-State Joint Board on Llniversal Sen-ite, Recommended Decision, CC DocketNo.96-45,
l2 FCC Rcd 97, 179-80 para. 172 (1996) (1996 Recommended Decisiott). ln Virginia Cellular ETC Designarion
Order and Highland Cellular ETC Designation Order. the Commission applied to ce ain study arca redefinition
pctilioDs the crcamskimrning analysis the Commission uscs to dccide ETC applications. Highlantl Cellular ETC
Designmion Order, l9 FCC Rcd at 6440. para. 39:. Virginiu Cellular ETC Designation Order, I9 FCC Rcd at 1578,
para .32 .

t" See Advantage Cellular ETC Designation Order at p ra.2O; Highlantl Cellular ETC Desigtration Order, 19 FCC
Itcd at 6'134-35, para.26' Virginia Cellular ETC Designation Onler, l9 FCC Rcd at 1578, para. 32.

\'6 See 1996 Recotnmerded Decision. 12 FCC Rcd at I 80, para. 1 72. The Commission recognizes that the type of
scrvicc providcd by a competitive ETC ma,v forcc it to scck dcsignation in a service area that is smaller lhan or
djfferent from the rural incumbent LEC's service area. lior example, the Conrmission has recognized thatthe lowcst

cost portion of a rural service area may be the only portion of the service area that a \\,ircless carrier is licensed to
servc. .9ee Virginia Cellular ETC Designarictn Order. 19 FCC Rcd at 1578. para. 33 Highland Cellular ETC
Designttt ion Order 19 FCC Rcd at 6435, para. 27. Undcr thcse circumstances, granling a carrier ETC designation
lirr only its licenscd portion of the rural service may havc the samc effccts on the universal service fund and the rural
incumbcnt LEC as creamskimming. Accordingly. the analysis should consider not whether lhe competit ive ETC
intends to crcamskim. but whether thc ETC applicant's proposcd service area has the effect ol creamskimming.

tt1 See F ede rul- State J ctirr Board on LJniversal Service. Report and Order, CC Dockct No. 96-45, I 2 FCC Rcd 8776,

9454 -55. para. 196, App. J (1997).

t:'8See Federal-State Joint lioard otl Llniversal Semite. Report and Order, CC Docket No- 96 45, 12 FCC Rcd 8776.

9399, para. 82 (1997).

"'S'"" 47 C.F.R. g 5,1.315. As discussed irfra, a rural incumbent LEC s wire cenler is ths nrinimunl geographic area

for E I 'C designation. See infra. paras.77-78.
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50. Because a low population density typically indicates a high-cost area, analyzing the
disparities in densities can reveal when an ETC would serve only the lower cost wire centers to thc
excfusion of other less profitable areas.l{ For instance, the Commission found in the Virginia Cellular
ETC Designation Order thal designating a wireless carrier as an ETC in a particular service area was
not in the public interest due to rhe disparity in densitv between the high-density wire center in the area
that the applicant was proposing to serve and the wire centers within the service area that the wireless
carrier was not proposing to serve.rar Even if a carrier seeks to ser"re both high and low density wire
centers, the potential for creamskimming still exists if the vast majority of_customers that the carrier rs
proposing to serve are Iocated in the low-cost, high-density wire centers.l42

51. The Commission has also determined that creamskimming concems may be lessened when
a rural incumbent LEC has drsaggregated support to the higher-cost portions of the incumbent's service
area.r":'Specifically,undertheCommission'srules,ruralincumbentLECsarepermittedtodepartfrom
service area averaging and instead disaggregate and target perline high-cost support into geographic

areas below the service area level.'{ By doing so, per-line support varies to reflect the cost of service
in a particular geographic area, such as a wire center, within the service area.'ot By reducing perJine
suppofi in high density areas, disaggregation may create less incenlive in certain circumstances for an
tslTC to enter only those areas.ra6 Nevertheless, although disaggregation may alleviate some concems
regarding creamskimming by ETCs, because an incumbent's service area may include wire centers
with widely disparate population densities, and therefore highly disparate cost characteristics,
disaggregation may be a less viable alternative for reducing creamskimming opportunities.r17 This
problem may be compounded where the cost characteristics of the rural incumbent LEC and
compelitive ETC applicant differ substantially.'tt Thus, cre".skimming may remain a concern where
a competitive ETC seeks designation in a service area where the incumbent rural LEC has
disaggregated high-cost support to the higher-cost portions of its service area-tto

tlttsee Virginia CeLlular ETC Designation Order, l9 l:CC Rcd at 1578 79, para. 34.

tat See Virgirria CeLlular ETC Designation Ortler, l9 FCC Rcd at I579 80, para. 35. In that casc, the highest-density
study area had a population density of 273 persons pcr square mile. whilc th€ avemge population density of the
remaining wire centers in the study area u'as about 33 persons per square mile..ld.

ta2See H ighlantl Cellular ETC Designation Order. l9 FCC Rcd at 6'136-37, para. 3l .

t l tSee Highland Cellulor ETC Designation Order,l9 FCC Rcd ar6437,pa:r.32.

tlaSee FederqL,State Joitrt Boord on [/ttiversal Service, Multi-Association Group (MAG) Plun for Regulation of
hterstate Setices of Non Price Cap Incanben Locol Erchange Carriers and htlererchafige Cdrrie rs - Fol:rreen,lh
Repon and Ordcr, Tlrentl,-Second Order on Reconsidcration, and Funher Notice of Proposed Rulemaking in CC
Dtrcket No. 96-45, and Report and Order in CC Docket No. 00-256, l6 FCC Rcd I 1244, | | 300, para. 137 (200l)
(Rural Task Force Order), as corrccted by Errata. CC Dockct Nos. 96-,15, 00-256 (Acc- Pol. Div. rel. Jun- I, 2001),
recon. pcndin-t: 47 C.F.R. $ 54.315.

t"5See it l.

tl6virginia Cellular ETC Designarion Order,FCC Rcd at 1580, para- 35. See also TDS Comments at 12-

t11.See Rect ,n,nendetl Decision,lg FCC Rcd at 4218-79, para. 54 Mghland Cellulur EIC Designation Ortler, 19
tsCC Rcd at 6,137, para.32.

ta9 Highlantl Celluktr ETC Designarion Order, | 9 FCC Rcd at 6437. para. 32.

t"9See i, l.
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52. We find that a creamskimming analysis is unnecessary for ETC applicants seeking
designation below the senice area level of non-rural incumbent LECs. Unlike the rural mechanism,
which uses embedded costs to distribute suppoft on a service area-wide basis, the non-rural mechanism

uses a forwardlooking cost model to distribute support to individual wire centers where costs exceed

the national average by a certain amount.r50 Therefore, under the non-rural methodology, high-density,

low-cost wire centers receive linle or no high-cost support, thereby protecting against the potential for

creamskimming.r5l

53. We urge state commissions to apply the Commission's creamskimming analysis when
determining whether to designate an ETC in a rural service area. We reject^asseftions that a bright-line
test is needed to determine whether creamskimming concerns are present.'" As demonstrated in the
Virginia Celluktr ETC Designation Order and Highland Cellular ETC Design ttiott Orrler, we believe
that a rigid standard would fail to lake into account variations in population distributions, geographic

characteristics, and other individual factors that could affect the outcome of a rural service area
creamskimming effects analysis.rt' We believe that the factors indicated above provide states adequate
guidance in determining whether an ETC application presents creamskimming concems.

3. Impact on the Fund

54. We decline to adopt a specific test to use when considering if the designation of an ETC

will affect the size and sustainability of the high-cost fund. As the Commission has found in the past,

analyzing the impact of one ETC on the overall fund may be inconclusiue.'5n Indeed, given the size of
lhe total high-cost fund - approximately $3.8 bill ion a year it is unlikely_that any individual ETC
designation would have a substantial impact on the overall size of the fund.'" In addition, the

r5oSee ,17 C.F,R. $ { 5.1.309; 36-61 I to 36.64 | . We notc that rural incunbent LECS may also disaggre gate supporl to

the wirc center level- .See 47 C.F.R. Q 5.1-315.

't'The non-ru.ul mcchanism determincs the amount of f'ederal support to be provided to non-rural carriers in each

stare by comparing thc statewide averagc cosl per l ine. as estimatcd by thc Commission's cost modcl. (o a nationwide

cost bcnchmark that is two standard devjations abovc the national average cost per linc. Federal State Joint Boar.l

on Universal Sen'ice, CC Docket No. 96-45, Order on Remand, |8 FCC Rcd 22559,22589, para. 49 (2OO3) (Ni h

Report and Order Remand Order). appeaL pending strb non. Qwe;t Communications lntemational Inc. v. FCC &

USA, Tenth Cir. No.03 9617.Vermont Publt Sen'ice Boerd v. FCC & USA, D.C. Cir. No. 04-1015; and SBC
Comnutlications lnc. v. FCC & US/, D.C. Cir. No. 04 1018. Even in a non-rural study area where an incumbcnt

l,EC receives high-cost suppert, crcamskimming concerns would not be present because support is targeled at the
wire-ccntcr level based on rclalive cost, thereby calculating high cost support on a morc granular basis and
significantly reducing lhe possibility that cariers would receire a windfall from support for that wire centcr.
Federul-State Joint Board o Universal Senice.CC Dockcl No.96 45. Ninth Report and Ordcr and Eighteenth
Ordcr on Reconsideration, l4 FCC Rcd 20432,20471 , para. 70 ( I999) (1Vtnth Report and Order), renandetl. Qwest
Co rp. v. F C C. 258 F.3d I | 9 I ( I Oth Cir- 2001) ( Qw e st) -

r52State and Rural Coalit ion Comments at q (recommending a bright-l ine lest fbr creamskimming whcn an applicant

sr:cks (o serve only the highesrdensity *ire centers in a rural sludy arca).

153 See H ighland Cellular ETC Designation Order- at | 9 FCC Rcd 6416-37, para, 3 I : Vi rginia Cellular ETC

Designatiort Order. 19 FCC Rcd at 1579-80, para. 35.

tta See Highland Cellular ETC Designarion Order- l9 FCC Rcd at 6412. n. 73 - Virginiu Cellular ETC Designation

Orrler. 19 FCC Rcd at 1577. n. 96.

ri5.!ee Fedcral Universal Scrvicc Support Mechanisms Fund Size Projcctions for the First Quarter oI2005, Appendix

HC I (Universal Senice Adnrinistrative Company. November 2,200.1): Federal Universal Service Support

Mechanisnrs Fund Size Pnrjections for the Fourth Quarler of 2004. APpendix HC I (Universal Servicc
(cont inued. - - . )  
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Commission is considering in other proceedings, such as,the Rrral Referral Proceedir?g, how support
is calculated for both rural incumbent LECs and ETCs.''o We also find. as discussed below. that
certain proposals examining the effect on the fund as part ofan ETC public interest analysis may be
inconsistent with sections 214 and 254 ofthe Act and related Commission orders.

55. We find that perJine support received by the incumbent LEC should be one of many
considerations in our ETC designation analysis. We believe that states making public interest
determinations may properly consider the level of federal high-cost perJine support to be received by
ETCs. High-cost support is an explicit subsidy that flows to areas with demonstrated levels ofcosts
above various netional averages. Tbus, one relevant factor in considering whether or not it is in the
public interest to have additional ETCs designated in any area may be the level of perJine support
provided to the area. If the perJine support level is high enough, the state may be justified in limiting
the number of ETCs in that study area, because funding multiple ETCs in such areas could impose
strains on the universal service fund.

56. We decline, however, based on the record before us to adopt a specific national perJine
support benchmark for designating ETCs. As the Joint Board noted, "fm]any factors mentioned by
comrnenters as relevant to the public interest determination-such as topography, population density.
line density, distance between wire centers, loop lengths and levels of investment-may all affect the
level oi high-cost support received in an individual service area."ror Many commenters hare argued
that a per-line benchmark that denies entry lo competitive ETCs in high-cost areas may pr_event
consumers inhigh-costareasfromreceiv ingthebenef i to fcompet i t iveserv iceof fer ings. ' " 'A l though
eiving support to ETCs in particularly high-cost areas may increase the size of the fund, we must
balance that concenr against other objectives, including giving consumers throughout the country
access to services comparable to services in urban areas and ensuring competirive neutrality.r6r In
addition, as a prac{ical matter, we do not believe we currently have an adequate record to determine
what specific benchmark or benchmark should be set.

57. For sinrilar reasons, we also declinel,o adopt a proposal that would allow only one wireline
ETC and one wireless ETC in each service area.'" Such aproposal that limils the number of ETCs in
each service area creates a practical problem of determining which wireless and wireline provider
would be selected. We also reject the application ofa rebuttable _presumption that it is not in the public
interest to have more than one ETC in each rural high-cost area.''o We believe that a more

(Ciontinucd from previous page)
Adnrinistrative Company, August 2, 2004); Federal Universal Service Support Mechanisms Fund Size Projections
for the Third Quarter of 2004, Append ix HC I (Un iversal Service Administrativc Company. April 30. 2004i; Federal
Universal Service Support Mechanisms Fund Size Projections l 'or the Second Quarter of 2004, Appendix HC I
(Universal Service Administrativc Cornpany. January 30. 2004).

ttisee Federal-Stare Joint Board on LJniversal Sen'ice.CC Docket No. 96 .15. Order. l9 FCC Rcd I1-538. oara. I

\20O4) (Rural Referrul Order).

t6zReconnende,l Decisioa, l9 FCC Rc d at 4?74 75. para. 43.

'65CTIA 
Cornments at 13, Sprint Comments at 33. WTA Comments at l. Oregon Commission Comments at 5.

t6:t Se" Firrt l|niversal Se rvice Report antl Order. l2 FCC Rcd at 8801-02. paras. 46-48 (pursuant to section
2-54(b)(7), adopting the principle that lcderal support mechanisms should he competit ively neutral, neither unlairly
advantaging nor disadvantaging particular service providers or tcchnologies).

I irF. wil l iamson Comnrenls at l0 I I

I58Verizon Commcnts at 9 l, l .
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comprehensive public interest analysis, which considers the specific facts of the application, is a better
approach and is consistent with congressional intent. We also reject arguments that we sbould treat

smaller wireless rural cariers differently than larger carriers.r5e We do not believe that subjecting
smaller wireless carriers to an expedited ETC application process or a lower level of scrutiny would

serve the public interest,ro and we further believe that it may be contrary to the principle of
competitive neutrality.

C. Permissive Guidelines for State ETC Designation Proceedings

58. We encourage state commissions to require all ETC applicants over which they have
jurisdiction to meet the same conditions and to conduct the same public interest analysis outlined 1n
this Report and Order. We also encourage states to impose the annual certification and repofting
requirements uniformly on all ETCs they have previously designated. In doing so, we encourage states
to conform these guidelines with any similar conditions imposed on previously designated ETCs in
order to avoid duplicative or inapplicable eligibility criteria and reporting requirements. We agree with
the Joint Board's recommendation that a rigorous ETC designation process ensures that only fully
qualified applicants receive designation as ETCs and that all ETC designees are prepared to serve all
customers within the designated service area. Additionally, a set of guidelines allows for a more
predictable application process among the states. We believe that these guidelines will assist states in
determining whether the public interest would be served by a carrier's designation as an ETC. We also
believe that these guidelines will improve the long-term susiainabiJity of the lund, because, if the
guidelines are followed, only fully qualified carriers that are capable of and committed to providing
rrn iversal  serv ice wi l l  be able to  receive suppon.

59. As suggested by commenters and the Joint Board, rve encourage state commissions to
consider the requirements adopted in this Report and Order when exanrining whether the state should
designate a carrier as an ETC. An ETC designation by a state commission can ultimately impact the
amount of high-cost and low income monies distributecl to an area served by a non-rural carrier,'6' an
area served by one or more rural carriers,r6? or both-ror A single set ofguidelines will encourage states
ru develop a single, consistent body of eligibility standards to be applied in all cases, regardless of the
characteristics ofthe incumbent carrier. As noted above, however, the public interest analysis for ETC
applications for areas served by rural cariers should be n.rore rigorous than the analysis of applications
for are:s served by non-rural carners.

60. We also find that states that exerci se .jurisdiction over ETC proceedings should apply these
requirements in a manner that wi.ll best promote the universal service goals found in section 254(b).r64

r5eSee Rural Telecommunications Associalions Comments at 3()-31 .

'60Sez Rural Telecomrnunications Associations Commcnts at 30-33, Attach. A.

t"t5"", 
".g., 

Designation of Eligible Telecommunicatio s Carriert IJnderthe Telecomntunicqtions Act of 1996,RCC
Atfantic. Inc. d/b/a Unicel, Docket No- 5918 (Vt. Pub. Serv. Bd, lunc 26. 2003) (Vernont Unicel ETC Order).

tutS"", 
".g., 

Request bt Alaska Dig'rteL, ILC for Desigtlation .ts a Carrier Eligible to Receive k'ederal IJniversal
Sen-ice Support LInder the Telecomtnun[catictns Act of 1996, U-02-:]9, Ordcr No. 10. Order Granting Eligible
'I 'e 

f ecommunications Carrier Status and Requiring Fil ings (Reg. Conrm'n of A1a. Aug. 28. 2003) (Alaska DiSitel
tl'fC Order).

I i:JS"e 4? U.S.C. 2l4(e)(2) (no(ing that stale commissions can designalc bolh rural and non-rura] carricrs providing

thc carrien nleet thc rcquirements of the Act).

'o'17 t.r.s.c. $ 25+(b).
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While Congress delegated to individual states the right to make ETC decisions, collectively these
decisions have national implications that affect the dynamics of competition, the national strategies of

new entrants, and the overall size of the federal universal service fund. In addition, these guidelines

are designed to ensure designation of carriers that are financially viable, likely to remain in the market,
willing and able to provide the suppofted services throughout the designated service area, and able to
provide consumers an evolving level ofuniversal service. Moreover, state commissions that apply
these guidelines will facilitare the Commission's review ofpetitions seeking redefinition of incumbent

LEC service areas filed pursuant to section 2la(eX5) of the Act.r65

61. We decline to mandate that state commissions adopt our requirernents for ETC
designarions.r6 Section 214(e)(2) of the Act gives states the primary responsibility to designate ETCs
and orescribes that all state desienation decisions must be consistent with the public interest,
.onr .n ien." .  and necessi ty . ro '  f re  bel ieve lhat  5ecl ion l l4(cr t2 ldemonstra lesCongress 's in tent that
state commissions evaluate local factual situations in ETC cases and exercise discretion in reaching
their conclusions regarding the public interest, convenience and necessity, as long as such
determinations are consistent with federal and other state law.168 States that exercise jurisdiction over
ETCs should apply these requirements in a manner that is consistent wilh section 214(e)(2) ofthe Act.
Furthermore, state commissions. as the entities most familiar with the service area for which ETC
designation is sought, are particularly well-equipped to determine their own ETC eligibility
requirements.r6e Because the guitlelines we establish in this Repon and Order are not binding upon the
states, we reject arguments suggesting that such guidelines would restrict the lawful rights of states to
make ETC designations.rT0 We also find tbat federal guidelines are consistent with the holding of
United States Coun of Appeals for the Fifth Circuit that nothing in section 214(e) ofthe Act prohibits
the states from imposing their own eligibility requirenrents in addition to those described in section
214(eXl).r7' Consistent with our adoption of permissive federal guidelines for ETC designation, state
commissions will continue to maintain the flexibility to impose additional eligibility requirem€nts in
state ETC proceedings, if tbey so choose.

62. We reject the argument that mandatory-requirements are necessary to prevenl waste, fiaud,
and abuse in the distribution of high-cost suppon."' We note that safeguards already exist to protect

r655ee.17 U.S.C. $ 21.1(e)(5);47 C-F.R. S 54.207.

t66See Reconnended Decision,l9 FCC Rcd at 4261- para. l0- See also ALLTEL Comments at 5, Bell South
Comlncnts at 4, Iowa Board Comments at 2, Nebraska Companics Comments at 2, Iowa Board Repl)' Comments at
2 .

'ut47 u.s,c. g 2la(e)(2).

r685ee 4?  U.S.C.  g  214(eX2) .

tt 'eSee Recrnnnended Detision,I9 FCC Rcd at.1261. at para. |0.

rroSee irl. (ciring CTIA Comments at 10, Idaho Tel. Ass'n Comments at 12. Montana Telecomms, Ass'n Comments
at 10. Ncbraska Rural Indcp. Cos. Comrnents at 27)-

t ;t See fOP Ll C t. FCC'. 1 83 F. 3d ar .1 l 8. Thr Fifih Circuir Courr deternrined that statcs may subjecl carriers
designated as ETCs to eligibil i ty requircmcnts in addition to the eligibil i ty requircmcnts detailed in section 214(c)(l)

of the Act. 1d

rrrsee ITTA Commcnls at 18. Becausc scction 214(e)(2)oflheAcl gives primary responsibil i t), to thc slalesto

designate ETCs, we leject comments that support guidclincs lhat are binding on state commissions lo counleract an
(con l inued.  . . . )
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against the misuse of high-cost support. For example, if a state commission believes that high-cost
support is being used by an ETC in a manner that is inconsistenl with section 254 of the Act, the state
commission may decline to file an annual cenification or may.withdraw an ETC's designation, which
would ensure that funds are no longer distributed to the ETC."-'

63. We also note that the Commission may institute an inquiry on its own motion to ensure
that high-cost support is used "only for the provision,.maintenance, and upgrading of facilities and
services" for the areas in which ETCs are designated."* In addition, if an ETC designated by the
Commission fails to fulfill the requirements of sectig_rls 214 and 254 of the Act, the Commission has
the authority to revoke a carrier's ETC designation."' The Commission also may assess forleitures for
violations of Commission rules and orders."' Consequently, we find that adequate measures exist to
prevent waste, fraud and abuse ofhigh-cost support by ETCs. Nevertheless, the Commission will
continue to monitor use of universal service funds by ETCs and develop rules as necessary to continue
to ensure that funds are used in a manner consistent with section 254 of the Act.

64. Commenters further argue that mandatory requirements are necessary to prevent growth of
the universal service fund.rT? As discussed above, the Joint Board is currently contemplating in the
Rural Referral Proceedrng how universal service support can be effectively targeted to rural incumbent
LECs and ETCs serving high-cost areas, while protecting against excessive fund growth.rt8 We believe
that proceeding is a more appropriate forum for determining ways to limit fund growth.

D. Administrative Requirements for BTC Designation Proceedings

65. Consistent with USAC's request, \\'e note that all future ETC designation orders adopted
by the Commission will include: (1) the name of each incumbent LEC study area in which an ETC has
been designated; (2) a clear statement of whether the ETC has been designated in all or part of each
incumbent LEC's study area; and (3) a list ofall wire centers in which the ETC has been designated,
using either the wire center's common name or the Common Language Location Identification (CLLI)

code-'?e ln addition, in instances where follow-up fil ings or other conditions have been imposed before
the ETC designation is final, the Commission will notify USAC when the conditions have been
fulfil led-rs0 We also encourage state commissions to follow these procedures in ETC orders thev

(Continued from previous pagc)
alleged state bias in designaling ETCs. See NASCUA Commenls al 36, WTA Cornments at 9, USTA Commcnts at
I  - O .

rTrSee ,17  C.F .R.  S$ 54 .3 I  3 ,  54 .314.

r7447 u .s .c -  ss  220.403:47  c .F .R.  $s  54-313.54 .31 .1 .

\75\ee Federal-State Joitlt Board on LJniversal Senice, Western Wireless Corporatiott Petition for Preenprion oJ an
Order of the South Dakoto Public Utilities Connissiol, Declaratory Ruling, CC Dockel No. 96-45. 15 FCC Rcd

15168, at 14174. para- l5 (2000) (Declarqtor,\ Ruling).recon. pending. See also 47 U.S.C. $ 254(e).

r?"See 47 LI.S.C. $ 503(b).

r??See Alaska Tclcphone Comlnents at 3, ITTA Conrmenls at 18, TDS Comments at 6. Montana ITS Rcply

Conll)ents at 6.

tisSee Rura! Referrol Ortler, t9 FCC Rcd at 11538, para. l.

rreusAC Cornments at 21.

tEoSee id.
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adopt. USAC contends, and we agree, ihat inclusion oflhis information in ETC designation orders will
geatly facilirate USAC's data validation and other efforts to ensure that all carriers receive high-cost
universal service suppoft only in the areas in which they have been deemed eligible.t8l

66. In addition, for carriers that file ETC petitions with the Commission seeking designation
on tribal lands, we establish procedures io ensure that the appropriate tribal governments and tribal
regulatory authorities are notified and provided with an opportunity to engage in consultation with lhe

Commission and to comment in the ETC designation proceeding.r82 We find these procedures are
consistent with the Commission's Tribal Policy Stqtement. released in June 2000, which commits the
Commission "to consult with tribal governments prior to implementing any regulatory action or policy

that will significantly or uniquely affect tribal govemments, their land and resources."'83 Through
consultation, the Commission and the tribal government have an opportunity to discuss how the ETC
petition affects public interests of the particular tribal community, for example, the effects of the ETC
designation on tribal self-determination efforts and potential economic opportunities, and on the tribal
government's own communications priorities and goals, which the Commission recognizes as the
sovereign right of tribal govemments.r8a

67- Specifically, the Commission requires that any applicaurt seeking ETC designation on tribal
lands before the Commission provide copies of its petition to the affected tribal governments and tribal

regulatory authorities at the time of fil ing.r85 In addition, theCommission will send the relevant public

notice seeking comment on those petitions to the affected tribal govemments and tribal regulatory
authorities by overnight express nrail. '86 As with the other guidelines adopted herein, we encourage
state commissions to follow these guidelines for ETC designalion proceedings affecting tribal lands so
that the appropriate tribal govemments and tribal regulatory authorities are notified of any tribal ETC
pelitions, related comment cycles or other oppoftunities to consuh with the state commission and
pafticipate in the specific ETC designation proceeding.rsT

r82See NTTA Conments at 2; NNPC Reply Commenls at 2. See al.so TwelJth Repon and onler.l5 FCC Rcd at

12265. para. I l5 (concluding that a carrier sccking a designation of eligibil i ty to rcccive federal universal scrvice

suppon lbr telecommunications service offered on tribal lands ma), pclit ion the Commission for designation under

section 214(e)(6) rvithout t irst seeking dcsigoation fiom the state commission).

18'See Statentent r,;f Policy on Establisttitg a Covernment to Governnent Relationship with lndian Tribes,Policy
Starcmenr, l6 FCC Rcd 4078, .lO8l 120O0) (Tribal Polic! Stetement).

r3aSee NTTA Commcnts at -5-8: See also'frlbal Policy Statement al 4.

r35See N fTA Commcnls al 4.

r86See NTTA Commcnts at 4. See also.17 U.S.C. $ 553(b), *hich providcs an exception to the noticc and comment

requirement 1'rrr "rules of agcncy organjzation, procedurc. or praclice.'-

'sTAlthough commentcrs request that the FCC impose mandatory requirements upon state commissions that exerclsu
jurisdiction over ETC designations on tribal lands, we find statc commjssions are better suilcd to determine how lo

amend thcir ETC designation proceedings that involve tribal lands, in order lo encourage consullation and
pariicipation by the aljtctcd lribal governmcnts and tribal regulatory aulhorit ies,
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V. ANNUAL CERTIFICATION AND REPORTING REQUIREMENTS

68. Our rules currently require alt ETCs to make an annual certification, on or before October
l, that universal service support will be uscd for its intended purposes.'" As recommended by the
Joint Board, we maintain and augment this requirement. Specifically, in order to continue to receive
universal service support each year, we require each ETC over which we have jurisdiction, including

an ETC designated by the Commission prior to this Report and Order, to submit annually certain

information iegarding its network and its use of universal service funds.rse These reporting
requirements will ensure that ETCS continue to comply with the conditions of the ETC designation and
that universal service lirnds are used for their intended purposes. This information will initially be due
on October l, 2006, and thereafter annually on October I of each year, at the same time as the carrier's
certification that the universal service funds are being used consistent with the Act.leo In addition,
following the effective date of this Report and Order, we anticipate initiating a proceeding ro develop
procedures for review ofthese annual reports. Moreover, we anticipate initiating a separate proceeding
on or before February 25, 2008, to examine whether the requirements adopled herein are promoting the
use of high-cost support by ETCs in a manner that is consistent with section 254 ofthe Act. We
further clarify that a carier that has been previously designated as an ETC under section 214(eX6)
does not have to reapply for desigriation, but must comply with the annual certification and reponing
requirements on a going-forward basis.

69. Every ETC designated by the Commission must submit the following information on an
annual basis:

(1) progress repofis on the ETC's five-year sen'ice quality improvement plan,
including maps detailing progress towards meeting its plan targets, an
explanation of how much universal service support was received and how the
support was used to improve signal quality, coverage, or capacity; and an
explanation regarding any network improvement targets that have not been
fulfil led.rer The information should be submitted at the wire center levell

(2) detailed information on any outage lasting at least 30 minutes, for any service
area in which an ETC is designated for any facilities it owns, operates. leases,
or otherwise utilizes that potentially affect at least ten percent of the end users
served in a designated service area, or that potenlially afTect a 9l I special
facility (as defined in subsection (e) of section 4.5 of the Outage Reporting
Order).te2 An outage is defined as a significant degradation in the ability of an

' * t47  c .F .R.  $$  54 .3r3 ,54 .3r4 .

'8eThese reporting requirements Bo beyond the current ccnification requirements ofsections 5.1.313 and 54.314 of
rhe Cornmissjon's rules. See 47 C.F.R. $ $ -54.3 I 3, 5'1.3 14 (requiring annual certif ication lhat carrier is using high-
cost support "only lbr the provision. maintenance, and upgrading of1'acil i t ies and scrvices for which support is
intended."). See also 47 U-S.C. $ 25.1(e).

teosee e.s., 47 C.F.R g 5,1.31 3: 54.314.

rerlf an ETC had not previously submitted a network improvement plan to thc Comrnission. it should do so with its
l lrst reponing compliance li l ing. An ETC that has trot previously submittcd a nclwork intprovernent plan should
l-nclude a descriplion of improvements or upgrades it has made sincc thc date of jts init ial designation.

telSee Nev Port 1 ofthe Commission's Rules Conterning Disruptions to Coumunitafions. Rcport and Order and
Furthcr Notice ol Proposed Rulemaking, l9 FCC Rcd 16830. )6923-24. $ ,1.5 (200.1) (Outage Reportin? Order).
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end user to establish and maintain a channel of communications as a result of

failure or degradation in the performance ofa communications provider's

network.re:' Specifically, the ETC's annual report must include: (l) the date

and time of onset of the outage; (2) a brief description of the outage and its

resolution; (3) the particular services affected; (4) the geographic areas

affected by the outage; (5) steps taken to prevent a similar situation in the

future: and (6) the number of customers affbcted;rea

the number of requests for service from potential customers within its service
areas that were unfulfilled for lhe past year. The ETC must also detail how it

attempted to provide service to those potential customers;re5

the number of complaints per 1,000 handsets or lines;

certification that the ETC is complying with applicable service quality

standards and consumer protection rules, e.g., the CTLA Consumer Code for
I gr)

wrre less  Jerv lce :

(6) certification that the IiTC is able to function in emergency situations;re7

(7) certil'ication that the ETC is offering a ]ocal usage pJan comparable to that
offered by the incumbent LEC in the relevant service areas; and

(8) certification that the carrier acknowledges rhat the Commission may require it
to provide equal access to long distance carriers in the event lhat no other
eligible telecommunications carrier is providing equal access within the
service area.

'e3See 
Outage Reporting Onler,l9 FCC Rcd at 16925. S 4-9.

rerWe do not adopt the threshold established in the Outage Raporting OJ'der that, for an outage to be includcd in a

report, ii nrust potentialty allect 900,000 user minutes ofeither tclcphony or associated daIa. See Outage Reporting

Order, l9 FCC Rcd at 16925. g 4.9- ln particular. wc bclieve that a user minute thrcshold may be insuflicient for tbe
purpose of dctcrminjng ETC functionality during emer-sency situations in dcsignated service areas because
populatioos can vary. As a result, we instead rcquire that ETCS report any oulages that potentially afTect 10% or

more oftheir cuslomers in a designated service arca, Uniike the Oriale Reporting Order,however. we requlre these

repods annually instead of shortly atier the outagc occurs.

tntSee supra pot,;".22 ior a description of the steps a carrier musl lake to provide service upon rcasonable request-

tn"CTlA, Co,rtrr.", Code for Wireless Service, availablc at htlp://www.wow-com-com-/pdf/The Code.pdf- Under the
CTIA Consunrer Code. wireless carriers a-grec lo: ( I ) disclose rates and tcrms of service to customcrs; (2) make

available maps showing where service is generally availablc; (3) provide contracl tcrms lo custoDrers and confirm

changes in scrvice; (.1) allow a tial period lbr ncw service; (5) providc spccific disclosures in advertisjng; (6)

separarely idcntify carricr charges tiotn taxcs on bil l ing statenrentsi (7) pro!ide customers thc right to terminate

service lbr changcs to contract tcrms: (8) providc ready access to customcr scrrice; (9) promptly respond to

consumer inquirics and complaints received ironr government agencies; and (10) abide by policics for protection of

consumet pnvacv.

rerlf an ETC hacl not previously submitted a plan demonstrating how it \ l i l l  remain functional in an emergency. it

should do so *ith its f irst reporting compliance li l ing.

(3)

(4)

(5)
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70. We conclude lhat these reporting regulations are reasonable and consistent with the public

interest and the Act- These reporting requirements will further the Commission's goal ofensuring that
ETCs satisfy their obligation under section 214(e) ofthe Act to provide supported services throughout
their designated service areas.''E The administrative burden placed on carriers is outweighed by
strengthening the requirements and certification guidelines to help ensure that high-cost support is used
in the manner that it is intended. These reporting requirements also will help prevent carriers from

seeking ETC status for purposes unrelated to providing rural and high-cost consumers with access to
afforclable telecommunications and information services.'ee

71. We encourage state cornmissions to adopt these annual reporting requirements. To the

extent that they do so, we urge state commissions to apply the reporting requirements to all ETCS, not
just competitive ETCs. ln addition, state commissions may rcquire the submission ofany other
information that they believe is necessary to ensure that ETCs are operating in accordance with
applicable state and t'ederal requirements.2m ln doing so, states should conform these requirements
with any similar conditions imposed on previously designated ETCs in order to avoid duplicative or
inapplicable reporting requirements. Individual state con.missions are uniquely qualified to determine
what information is necessary to ensure that ETCs are complying with all applicable requirements,
including state-specific ETC eligibility requirements.

72. Ifa review ofthe data submitted by an ETC indicates that the ETC is no longer in
compliance with the Commission's criteria for ETC desiglation, the Commission may suspend support
disbursements to that carrier or revoke the carrier's designation as an ETC.20r Likervise, as the Joint
Board noted, state commissions possess the authority to rescind ETC designations for failure of an
ETC to comply with the requirements of section 214(e) of the Act or any other conditions imposed by
lhe state.2o2

le8In addition, tbe Cornrnission may institute an inquiry on its own motion to examine any ETC's rccords and
documcntation to ensurc that the high-cost supporl i1 rcceives is being used 'bnly fbr thc provision. maintenance, and

upgrading offacil i t ics and services" in thc arcas \,r 'here it is designated as an ETC. .17 U.S.C. $$ 220,403;47 (l.F-R.

$$ 5.1.3 r3,  s4,3 r4.

reeSee 47 U.S.C. $ 25,1(bX3),

2NSee Highlancl Cellular E1'C Desigttttrion Order. l9 FCC Rcd at 644l-42, para. 4f. Virginia Cellular ETC

Designation Order, l9 FCC Rcd at 1584 85, para.46.TOPUC v. FCC 183 F-3d at 417-18.

zotRural Telecomnrunicalions Associations Comments at .18-50, US Cellular Comments at 20 23. In addition.

carricrs musl submit thcir repons on a timely basis. ln order to encourage timely fi l ings, ifa carrier t i les its annual

reports lare, it \, i l l  not recci\,c the entire amount el funding for the year. Instead. it rvij l  lose lunding fbr the quarter

ofthe funding 1ear, consislenl with how late it f i les- For example. ifa carrier l i les its reporl on December 10, it wil l

lose fundin-s i-or lhe firsr quarter olthe next year, lf the carrier does not llle until th€ sccond quarler alier the drre

date, lbr example, on February 4, it wil l not receive f 'unding for the Iirst two quafiers.

za2See Federal-Stuta Jgitt Board on LJn[versal Service: tlestent lVireless Corporation Petition.for Preemption of tur

Order ofthe South Dakota I'ublic l/tilities Commissioi, Declaratory Ruling. CC Docket No.96-45. l5 FCC Rcd

15168. l_51?4. para. l5 (2000), recon, pending. Io irdditir)n. state comnlissions that believ€ support is oot being uscd

lor its intended purposes may reliain from certi lying a compctit ive ETC, \ahich in turn wil l suspend distribution of

high-cost support to thal ETC.
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VI. OTHER ISSUES

A, Serrice Area Redefinition Process

73. Section 214(eX5) of the Act provides that siates may establish geographic service areas
rv i th in  which compet i t ive ETCs are requi red to comply wi th universal  serv ice obl igat ions and
are eligible to receive universal service support.t0'' For an area served by a rural incumbent LEC,
however, the Act states that a company's service area for the purposes of ETC designation will be the
rural incumbent LEC's study area "unless and until the Commission and the States, after taking
into account  the recommendat ions of  a  Federal -State Jo int  Board inst i tu ted under  sect ion
410(c), establish a different definition of service area for such company."t04 This process of
changing the incumbent LEC's study area - and therefore the competitive ETC's service area -

is known as the redelinition of a service area. The Commission adopted section 54.207(c) of its
ru les to  implement  th is  requi rement .205

74. In its Recommeruled Decision, the Joint Board recommended that the Commission
retain procedures established by the Commission in 1997 for the redefinition ofrural service
arcas.t* We agree with that recommendation, and do not believe that changes are necessary at
this time to our procedures for redefining rural service areas. We agree with the Joint Board that
in redefining an incumbent LEC's study area so as Io conform with the service area of a new
I.,TC, the states and Commission should continue to work in concen to decide whether a different
serv ice area t le f in i t ion would bet ter  serve the publ ic  in terest . :o  F i rs t ,  under  the current
redefinition procedures for new ETCs, both state commissions and the Commission employ rigorous
and fact-intensive analyses of requests for service area redefinitions that examine the impact of
any redefinition on the affected rural incumbent LEC's ability to serve the entire study area, including

20r.See 47 U.S.C. $ 2la(e)(5) ("Thc tcrm 'service area' means a geographic area established by a State commission
(or thc Comrnission undcr paragraph (6).1 tbr the purpose ofdctcnrinin-q universal service obligations and suppon
rnechanisms.")

a,rr ld.

zo5Section 54.2071c) of the Commission's rules provides the mechanism by which a slalc commission may prolrrse to
redeline a rural incumbcnt l-EC's senicc arca for purposes of detemrining univcrsal service obligations and suppon. See
47 C.F.R. S$ 54.207(a). (c). The Commission has authority to propose a service arca rcdchnition on its own motion
under section 5.1.207(d) ofthe Commission's rulcs. but such redefinition would not go inlo cffecl without th€ aereemenl
of the relevant state comnission. See 47 C,F.R. $ 54.207 (d). Under section 5.1.2{)7 (c)( I ). a state may petit ion the
Commission for a rcdclinition or a parly may petition the Conrmission with thc stalc's proposal to redeflne. Thc
petition must contain: (i) thc definilion proposed by the state commission; and (ii) tbe state commission's ruling or other
official statement prescnting the state commission's reason for adopting its proposed dcfinition, including an analysis that
takes into account the recommendations of any Federal-State Joint Board convcned to provide recomnendations with
respcct (o the definit ion ofa scrvice area served by a ruralcarrier. See,l7 C.F.R. $ 54-207(cXl). Scction
-54 .207(c) (3 )  p rov idcs  tha t  the  Commiss ion  mry  in i t ia te  c  p roceed in , r  to  cons ider  a  s la te  commiss ion 's
proposal to redefinc the area served by arural incumbent LEC within 90da)softhcrelease dateofapublic notice. Ses
47 C.F.R. $ 54.207tc)(3). If the Comnjssion init iates a procecding to consider lhe petit ion. the proposcd definit ion
will not lake eflect until k)lh &e state commission and the Commission agree upon the definition of a rural carrier
servicc' area. in accordancc u'ith section 2l4(c)(5) of the Act. If the Commission does rot actonapetit ion to redclinil
a service area wilhin 90 days of thc rclcase ofthe public notice. thc dclinit ion proposed is deened approvcd by the
Commission and takcs ellect in accordance wilh state procedures. . lee.17 C.F.R. S 5.1.20?(cX3){i j).

z&See Reto,nnended Detislon.lg FCC Rcd ar 4279, para.55-

2a See Recommended Decisitn. l9 FCC Rcd at 4279, para. 55.
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the potential for creamskimming that may result from the redefinition.20s In addition, public comment
is invited during every step in the process to ensure that the states and Commission are fully apprised
ol any impact the redefinition may have on the rural incumbent LEC.20e

75. We disagree with conmenters lhat argue that the Commission should adopt rules
prohibiting redefinition below the study area level when new ETCs are designated in an incumbent

LEC's service area.2ro In particular, we find that this proposal ignores the provision in section
214(eX5) that allows redefinition to occur.?rr In any event, the process described above adequately
protects against harm to the ri.rral incumbent LEC that may result from redefinition. We also reject the

argument posed by certain cornmenters that contend that the Commission should require redefinition of

all study areas for which competitive ETCs seek^d^esignation or have been designated instead of
redefining service areas on a case-by-case basis.''' At this time, we believe that the existing case-
specific analysis adequately protects the interests of incumbent LECs.

B. Pending Redefinition Petitions

76. The Commission has before it several petitions seeking redefinition of incumbent LEC

study areas.2'3 We grant these petitions as described below. These petitions, which were filed by

either a competitive ETC or a state commission, fall into three categories. One cat€gory invoh€s

'u"S"" rupra paras.48-52. The Commission employs the same creamskimming analysis based on population density

dirla used in the ETC dcsigDations for which it possesses j urisdiction for rcdefinition petitions. See HiShland

Cellular ETC Designation Order, l9 FCC Rcd at 6440, para. 39; Virginia Cellular ETC Designation Order, 19 FCC

Rcd at 1582, para- .12. See also Retonmended Decision, l9 FCC Rcd ̂ t 1279. paft. 55.

)aeSee Rect,nmentlation Decisio,l. 19 FCC Rcd al 4279, para. 55-

2roSee USTA Comments at l2 13; Nebraska RICs Reply Commcnts at 13.

t ' '47 u.s.c.  g2l  a(e)(5).

2r2See Dobson Comments al l5i GCI Comrnents at 24; Rural Telecommunications Associations Comncnts at 23; US

Cellular Comments at 40; Cox Reply Comments at 3-5.

2rrSee l,etition of ALLTEL Communications, Inc. lbr Consent to Redcllnc thc Scrvicc Arcas of Rural Telephone
Companies in rhe Srare of Michigan. f i lcd December 17. 2003 (ALLTEL-Michigan Petit ion); Petit ion of ALLTEL

Communications, Inc, lor Consent to Redeline the Scrvicc Arcas of Rural Telephone Companies in the State of
Wisconsin, filed Nove mbcr 2I . 2003 (ALL'|EL Wisconsin Petition); Petition by the Colorado Public Utilities

Commission, Pursuant lo ,17 CF'R $ -54.207(c), lbr Conrmission Agrecmcnt in Rcdcfining thc Scrvice Area of Delta

Counry Tele-Comm. Inc., a Rural Telephone CoDrpany, f i led August 12, 2002 (Colorado PUC Delta Petit ion);

Peririon by rhe Colorado Public Util i t ies Comrnission. Pursuant to .17 CFR $ 54.207(c), for Commission Agreement

in Redefining the Servicc Area of Wiggins TeJephone Association. a Rural Telephone Company. f i lcd May 30, 2003
(Colorado PUC-Wiggins Petit ion), Perit ion of the Minnesota Public Util i t ies Comnrission for FCC Agrcement to

Rede{ine the Serrice Areas ofT\!elve Minnesota Rural Telephonc Companics, f i lcd Augusl 7, 2003 (Minnesota

PUC Petit ion); Petit ion by RCC Minnesota. Inc-. Pursuant to 47 C.F.R, Scction 5.1.207(c). for Commissron
Agreement in Rcdcfining the Senice Areas of Rural Tclcphonc Companies in the State of Maine, l l led June 24,

2003 (RCC Minnesota-State of Mainc Pctit ion): American Cellular Corporation Petit ion lbr Agreernent in

Rcdcfining lhc Service Area Rcquiremcnt lbr Certain Rural Telephone Conrpany Study Areas in thc Statc of
Wisconsin pursuanr ro .17 C,F.R- $ 54.207(c), l i led July 16. 2004 (Amcrican Ccllular Petit ion); Petit ion of CTC
'l 'elecom, Inc- lbr Rcdcfinit ion ol the Senice Area o1'CenturyTcl ofthe Midwest Wisconsin. t i led June 3t),2004
(CTC Tclecom-Wisconsin); Petit ion bv RCC Minnesota, Inc. and Wireless All iance, LLC-. Pursuant to 47 C.F.R.

Section 54.207{c), for Cornmission Agrccment in Redellning the Service Areas of Rural Telephonc Companles ln

the State of Minncsota. l l led August 27. 2004 (RCC Minnesota State of Minn€sota Petit ion).
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petitions seeking to redefine a rural incumbent LEC's service area into multiple smaller service areas at

the wire center level.2ra The second category of petitions involves ETCs that were designated fbr
service rueas that included portions of the incumbent LEC's wire centers instead of entire wire centers.
These petitions seek to redefine the rural incumbent LEC study area for the same areas, including some
Dartial wire centers. such that the ETC's designated service area and the incumbent LEC's redefined
senice area would be the same.:r5 The thirdiategory involves two petitions that seek to redefine the
incumbent LEC's service zuea into multiple smaller service areas at the wire center level.2r6 However,
the state commissions had designated these carriers' service areas to include sorrre areas smaller than
the incumbent LEC's wire centers. As a result, the designated service areas and the proposed redefined
areas arc not the same.

77. Since these petitions were filed,2r7 the Commission released the Highland Cellular ETC
Designation Order,in which the Comrnission rejected Highland's petition for designation in only a
portion ofa rural incumbent LEC's se.uice area.t't specifically, Highland requested that itbe allowed
to serve pafis of the mral incumbent LEC's wire centers. We concluded that designating an ETC for
only a portion of a wire center served by a rural incumbent LEC would be inconsistent with the public
interest.2re We also found that the competitive ETC applicant must commit to provide the supported
services to customers throughout a minimum geographic area. We concluded that a rural telephone
company's wire center is the appropriate minimum geographic area for ETC designation because rural
carrier wire centers typically corresponcl with county or town boundary lines.22o We continue to
believe, as we stated in the Highland Cellulur ETC Desigttation Order, that requiring a competitive
ETC to serve an entire wire center will make it less likely that the competitor will relinquish its ETC
designation at a later date and rvill best address creamskimming concerns in an administratively
feasible manner.2?r

78. In this Report and Order, we conclude that the same principles that we apply to ETC
tlesignation requests also apply when we are considering whether to grant a petition for redefinition.222
We recognize, however, that because of the timing of the underlying state ETC designation decisions,

zraSee ALLTEL-Michigan Petirion; ALLTEI--Wisconsin Pctit ion; CTC Telecom-Wisconsin; See Colorado PUC-
Delta Petit ion: Colorado PUC-Wiggins Petit ion.

2r5Sce American Ccllular Petit ion: Minnesota PUC Petit ion.

2i65ee RCC Minnesota-State of Maine Petit ion; RCC Minncsota-State of Minnesota Petit ion.

2rTThree ol the pencling petitions seeking rcdelinition were submitted subscquent (o the Virgiia Cellular ETC
Designaion Ortler and Ilighland Cellular ETC Designttion Order decisions. Specifically, the CTC Te le<'om'
Wist onsin u,as fifed on June 30, 2004, thc American Cellular Petition was filed on July 16, 2004, and the RCC
Minnesota-State of Minnesota Peritror was ti led on Au-qusl 27.2004. We believe (hat bccausc these proceedings

were being conducted as our Vlr3lnra Cellular E |-C De,tignation Order attd Highlund Cellular ETC Designarion
Order decisions wcre being relcascd, i l  was difl lcult f i lr the petit ioners and their respectivc stalc commissions to be
tully awarc of the requirenrenls of our decisions-
)tB See H ighlantl Cellular ETC Designtttion Order, l9 FCC Rcd at 6438. para. 33.

2teSee itl.

zzoSee it|.

22' kl

221See supra para. 7 4.
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many ofthese pending petitions could not be in full compliance with the factors considered in the
Highland Cellular ETC Designation Order. For example, some petitions follow tbe ETC designation
and redefinition framework that was applied by the Commission prior to the Highland Cellular ETC
Designotion Order.22tt Other petitions have not presented a creamskimming analysis that examines
population density data to determine whether the ETC is seeking designation only in high-density wtre
centers ofthe affected study area, which could undercut the rural incumbent LEC's ability to provide
service throughout its entire study area, as detailed in the Virginia Cellular ETC Designation Order.zza
As a result, be,cause the Commission had not fully elaborated on its creamskimming analysis based on
population density or adopted the policy that competitive LEC service areas should not be defined
below the wire center level, these state commissions granting ETC designation and seeking redefinition
could not have applied the requirements set fofih in the Highland Cellular ETC Designation Order.

79. Because the states complied with applicable federal rules and guidelines at the time the
redefinition petitions were filed, we decline to upset those determinations. We therefore find that
granting these redefinition petitions would serve the public interest. Accordingly, we grant these
redefinition petitions pursuant to section 214(eX5) of the Act.225 On a going forward basis, however,
we intend to rigorously apply the standards set forth in the Highlarul Cellular ETC Designation Order
andVirginia Cellular ETC Designation Ortler.

C. Identification of Wireless Customer Locations

8O. Background. In the Rurul'l'ask Force Order, the Commission required wireless
competitive ETCs to ustl the customer's bill ing address to identify the location of a mobile wireless
customer.t'6 The Commission concluded that this approach was reasonable and the most
administratively simple solution to the problern of determining the location of a wireless customer for
universal service purposes-r2r The Commission recognized, however. that lhe use of a customer's
bill ing address might allow cariers to identify a customer in a high-cost zone when service is primarily

taken in a lo\ -cost zone for the purpose of receiving a higher level of perJine support.r?8 The
Commission stated that it worrld take appropriate enforcement action if an ETC were to engage in such
arbitrage, and that it might revisit the use of a customer's bill ing address as more mobile wireless
carriers become eligible to receive support.22e

8l. In the Rrirul l 'ask Force Order,the Commission declined to use the Mobile
Telecommunications Sourcing Act (MTSA) definition of "place of primary use" to determine a mobile
wireless customer's location.2r0 In declinins to adoDt the MTSA definition to determine wireless

t3 See RCC Alabama ETC Designtttion Order, l7 FCC Rctl ̂ t 2f547 -19, pa'as. 31 12.

t"See e.p1., ALLTEL-Wisconsin Petit ion: RCC Minnesola Slale of Maine Petit ion. See supra paras.49 51.

"'47 u.s.c. g 2la(c)(5).

226Rural Task Force Orrler- l6FCCRccl at l l3l.1,para. 180.

12 ' -Rura l  Task  Force  Order ,  l6FCCRcdat  l l3 l4  15 ,  paras .  180 181.

zl8Rural Task Force Order. 16 FCC Rcd at I l3 l5- 16. para. 1 83.

lte kl.

2toRuralTask Furce Orler, l6FtCRcd at l l3l5.para. 182. The MTSA, which was intended to address thc

difficulty in identifying thc sitc of a mobile telephonc caJl for transactional tax pur?oses, sources all u'ireless calls

and mobile telccommunications scrvices lo the "place of primary use." Mobile Telecommunications Sourcing Ac1,4

(continued,,.-)
37



Federal Communications Commission FCC 05-46

customer location for universal service purposes, the Commission expressed concem that states might
not have established databases pursuant to the Act, and that use ofthe MTSA definition might impose
undue administrative burdens on mobile wireless ETCs.23r In its Recommended Decision, the loint
Board determined that the Commission should further develop the record on defining mobile wireless

customer location in terms ofplace of primary use, as defined by the MTSA, for universal service
prr.poses."' In particular, the Joint Board concluded that the place of primary use represents the
preferred definition of wireless customer location for universal service purposes because it reflects
whether a customer actually uses mobile wireless phone service in a high-cost area. The Joint Board
therefore recommended that the Commission develop the record on: (l) whether the MTSA's place of
primary use approach is an efficient method for determining the location of mobile service lines; (2)

whether a "place of primary use" definition should be optional or mandatory; (3) whether a definition
based on place of primary use would alleviate concerns about liaudulent billing addresses, and; (4) i{-
the place;f pnmary use definition is adopted, how it should work in conjunction with vimral NXX.r"

82. Discussion. We are not convinced that there is a significant difference between our current
definition, which relies on a customer's billing address, and the MTSA definition, which relies on the
customer's residential street address or primary business street address. In a large percentage of cases,
the two will be the same. In both cases, the underlying address information will be provided by the
customer, who is unlikely to be providing false information in order to increase universal service
payments to its service provider.r'ta If anything, customers have a greater incentive to provide false or
rrrisleading information under the MTSA, whrch will govem applicable taxes imposed on the customer.
Fufther, as noted in the Rara lTask Force Order,if a competitive ETC misuses a customer's bill ing
address by identifying a customer in a high-cost zone when service is primarily provided in a low-cost
zone for the purpose of receiving a higher level of perJine suppofl, the Commission may take
appropriate enforcement action.z35 We further note that, to date, we are not aware of any carriers filing
petitions before the Commission contending that a wireless ETC is misusing customer bill ing addresses
fbr arbitrage purposes.

83. As a result, we decline to change our method for identifyrng the location of mobile
wireless customers. We, therefbre, do not adopt the place of primary use definition at this time-
Moreover, we note that few commenters provided responses to the specific questions from the Joint

(Cunlinu! 'd frnm previuus puge)

l f .S.C. $$ l l6-126. Inthe MTSA, the place of primary use isdelined as "the street address representative oi where
the customer's use of the mobile telecomnlunica(ions service prinarily occurs. rvhich must bc - (A) the residential
street address or the primary busincss slreel address of the customcr: and (B) within the l icensed service area ol the

Icustomer's mobile telccorrmunicalions service providcrl.", ld.

zt\tRuralTask Force Order, 16FCC Rcd at l l3l5, para. 182.

212See Recommended Decision.lg FCC Rcd at'1280, para. 57.

2liRecc,n,nended Det' ision,19 FCC Rcd al .1300. para. 103. NXX referslo the l lrst thrcc digits of a seven d ig it

telephone number. Virtual NXX is a scrvicc where carriers assign an NXX to a customcr wbo js physically not

located in the cxchange *'here thc NXX is rate centered.

t3o4 U.S.C. g 122(a)(1) (service providcrs mal,rcly on the address provided by tbc customcr).

rttsee Sevenrh Repon and Order. l4 FCC Rcd at 8l l5 l6 para. 78 (neting thc availabil ity ofthe formal complaint
process under section 2011 ol rhe Acr i l-a State or other party belicvcs a car-rier has mis applied its high-cost support

in a nlanner that violalcs the Communicalions Act or Commission rules). See also Ninth Repon and Order. 14 FCC

Iicd at 20488. para. I 10.
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Board.?36 The Iowa Utilities Board, one of the few commenters responding to the Joint Board's
questions, submitted an analysis conceming the billing address methodology that found that only a
small number of customers have billing addresses in locations other than where service is located.2rT
Given the limited data we currently have, we see no reason to modify our method of determining
wireless customer locations.238

D. Accurate, Legible, and Consistent Maps

84. Backeround. Under the Commission's rules, a rural incumbent LEC electing to
disaggregate and target high-cost support must submit to USAC "maps which precisely identify the
boundaries of the designated disaggregation zones of suppoft within the incumbent LEC's study
area."2re In the Rrral Task Force Order,the Commission explained that 'the integrity and flow of
information to competitors is central to ensuring that support is distributed in a competitively neutral
manner." 24 The Commission further staled that, "in order to ensure portability and predictability in
the delivery of support," it would require rural incumbent LECs to "submit to USAC maps in which the
boundaries of the designated disaggregation zones of support are clearly specified."2ai USAC was
directed to make those maps available for public inspection by competitors and other interested
parties.2a2 Some commenters indicate that the maps filed by rural incumbent LECs pursuant to section
5.1.315(0(1) and the information available through USAC are of varying quality lnd utility.Il Others
suggest that improved quality and reliability of maps submitted by rncumbent LECs would allow fbr
better targeting of support.2*

85. In response to the concerns raised by commenters, the Joint Board recommended that the
Commission direct USAC to develop standards for the submission ofany maps that ETCs are required
to submit to USAC under the Commission's rules in a uniform, electronic fbrmat. The Joint Board

""CenturyTel statcs that the billing address method and primary use standard proposed by the Joint Board are not
su f f i c icn t fo rde termin ingwi re lessETCl ines inaserv icearea. , teeCenturyTc lCommentsa t l0 - l l .  ITTA and
Sprint support the Joint Board's proposal that wireless cusk)mer location should be the place of primary use. See
ITTA Commcnts at 28. Sprinl Comments at 35.

;l l7lowa Board Comments at 8-9- Ccntennial also stated that no evidence suggests the currcnt me(hod results in
supporr being distributed impropcrly. Centennial Commcnts al 17.

2jsFor similar reasons. we see no need to adopt CcnturyTel's proposal to provide support to wireless ETC customers
rvhcrc usage primaril), occurs jD high cost arcas- S-ee CcnturyTel Commenls at l0- | I . Specifically, because we do
not distribute high-cost suppon based on an ETC's customer's usage, $'e do not bclicvc that we should look into
wi.eless ETC cuslomers' usage to dctermine slpport lev(]ls-

"'47 c-F.R. g 54.315(f)(4).

2aoRurul Tssk Fc,rce Onler.16FCC Rcdat I 1307 08, para. l6l.

ttt 
kl.

t" kl.

2'rrSee, e.g.. US Cellular Commenls at l7-18: Rural Indep. Compclit ivc All iance Comments at 27.

t"See Recorn nended Decision. l9 FCC Ilcd at 4300, n. 290 ("What wil l improve the abil ity to target subscribers is
an FCC requirement that incumbent LECS wbo disaggreg{tc support submit accurale and lcgjblc cost zone maps rn a
consistent electronic forinat so (hal competit ive ETCs are able lo easily determine the approp ate cost zoncs for
customcrs." (quoting Rural Cellular Ass'n/All iance of Rural CMRS Carrien Comments at 26)).
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contended that the development of such standards would promote the integrity and flow of information
to competitive ETCs by increasing the accuracy, consistency, and usefulness of maps submitted to
USAC and that, as the universal service administrator, USAC is the appropriate entity to develop such
standards.2a5

86. Discttssion. We agree with the Joint Board and commenters and find that accurate, legible
and consistent maps would promote the integrity and flow of information to competitive ETCs by
increasing the accuracy, consistency, and usefulness of maps submitted to USAC.216 Among other
things, accurate and legible maps will assist in the ETC designation process and ensure that high-cost
support is targeted to the appropriate service areas. Accordingly, we direct USAC, in accordance with
direction from the Wireline Competition Bureau, to develop standards as necessary for the submission
of any maps that ETCs are required to submit to USAC under the Commission's rules.

E, Support to Newly Designat€d ETCs

87 - Background- Section 254(e) of the Act provides that "only an eligible telecommunications
carrier designated under section 214(e) shall be eligible to receive specific Federal universal service
support."2a1 Once a carrier is designated as an ETC, additional requirements also must be satisfied
before a carrier can begin receiving high-cost universal service support. ln pafticular, section 254(e)
requires that support shall be used "only for the provision, maintenance, and upgrading of facilities and
services for which support is intended."Zls

88. To irnplement this statutory provision, the Commission adopted an annual certification
requirement. Specifically, sections 54.313 and 54-314 ofthe Commission's rules provide that state
commissions must file an annual certilication with USAC and with the Commission stating that all
high-cosr supporl received by carriers within the stale u'ill be used "only lbr the provision,
maintenance, and upgrading offacilities and services for which suppofi is intended."2le In instances
where carriers are not subject to the jurisdiction of a state, the Commission allows an ETC to certify
directly to the Commission and to USAC thrt federal high-cost suppot will be used in a manner
consistent with section 254(e).r50 Sections 54-313 and 54.314 also provide that certifications must be
filed by October I of the preceding calendar year to receive support beginning in the first quafter of a
subsequent calendar year.25r If the October I deadline for first quarter support is missed, the
ceftification must be filed by January I for support to begin in the second quarter. by April I for
support to begin in the third quarter, aDd by July I for support to begin in the foudh quafter.25r The
Commission established this schedule to allow USAC sufTicient time to process section 254(e)

215See Recc,mmentled Deci.t iou,lg FCC Rcd at,tr301, para- 105-

l"6Dobson Comments at 3l : Iowa Board Comments at 9- 10.

t0747 u.s.c. $ 2-s+(").

r"847 u.s.c. 5 2-s41e;.

r 'e47 C.F.R. gg 54.313.54.314. Thc cerrif lcarion requircmcnt ior non rural ETCs is lbund in section 54.313 of the
Commission's rules-

l5oSee RuruLTask  Foxe Order .  l6FCCRcda l  l l3 l8 .  para .  l l tg ;  47  CI ,F .R-  $  54 .314(b) .

"'47 c.F.R. g 54.3 t4(d)( l ).

252See 47 C.F.R. S 54.314{d).
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certifications and to calculate estimated high-cost demand amounts for submission to the
Commission.?53

89. Under the Commission's current ceftification mles, the timing of a carrier's ETC
designation may carse it to miss a certification filing deadline. As a result, a recently designated
ETC's support may not begin to be disbursed until well after the ETC's designation date. For example,
if a carrier is designated as an ETC on December 20, and the state commission with jurisdiction over
the carrier files a cenification on behalf of the ETC on January 15, that carrier will not begin to receive
support until the third quarter of that year - more than six months after the carrier was designated an

ETC. Therefore, although the Commission's rules provide a mechanism for certifications to be filed

on a quafierly basis, payment of high-cost support for recently designated ETCs under this schedule
may be delayed until well after the initial certification is made. Consequently, newly designated ETCs
that have missed the Commission's certification fil ing deadlines due to the timing oftheir ETC
designation date have been granted waivers of the certification filing deatllines.25a

90. Under section 54.307(d) ofrhe Commission's rules, as a prerequisite for universal servtce
high-cost support, ETCs serving both rural and non-rural service areas must also file the number of
working loops and other related data fbr the customers they serve in the incumbent's service area.tt'
To ensure that the interval between the submission of data and receipt of support is as short as possible

in rural carrier study areas, the Commission requires that ETCs submit such line count data on a
quarterly basis.256 Therefore, under the quarterly schedule established by the Commission, line count
data are due on July 31, September 30, December 30, and March 30 of each year.257 Consistent with

253SeeRuru lTaskForceOrder , l6FCCRcdat l l3 lg ,para .  l9 l .  Two months  pr io r  to  the  begr 'nn ing  o f  cach
quarter, USAC subnits to thc Commission estimated demand for lhe universal service support mechanisms.
including high cost suppofl. See47 C.F.R. $54.709(a)(3). Therelbre, lbr the first quancr. USAC submits estimated

demand amounls to the FCC on or before November l. ln order to submit an accurate estimate by that date, USAC
nccds to know no later than Oclober 1 rvhich carricrs have been certi l led under the Commission's rules. See Rural

Tusk Force Order, 16 FCC Rcd a1 I1319, para. l9l.

t"S"e, e.g., Federal-Stute Joint Board on LJniversal Service, lUest Yirginia Public Senice Conmissiott, Request for
lUaiver of State Certificution Requiements for High Cost Unive rsal Sen-ice Suppon for Non Rural Carriers. Order,
CC Docket No. 96-45, l6 FCC Rcd 57114 (2001) (granting a \r 'aiver ofthe Octobcr I ccnification fi l ing deadline):
I:ederal,state Joint Bourd on IJniversal Senica, RI'B Cellular, lttc., Petitions for Waiver of Settions 54.314(d) and

54.307(c)ofthe Commission's Rules and Regulcuions, Order. CC Docket No. 96-45, 17 FCC Rcd 243117 (Wireline

Compet. Bur.2{X}2) (granting a waivcr nfthe October I certif ication fi l ing dcadline); Federal State Joittt Boartl on

I|niversal Sen-ite, Guun Cellular and Paging, Int, Petition for Waiver of Section 51.3 Il of the Connissiotr's
Rules and Regulatiors, Ordcr. CC Docket No. S6-45, DA 03- 1 I 69 (Wireline Conrpet- Bur- 2002) (granting a waivcr

ofthe October I cerdfication llling dcadlinc). Sce dlso Federal-State Joirt Board on Universal Service. Western
Wireless Corporation Petition for llaiver oj Section 51.-l I I of rhe Conmission's Rules and Regulattons. Declaratory
Ruling, CC Docket No.96-45. l8 FCC Rcd 14689. 14691, para- 6 (Wircline Compet. Bur.. Telecom. Access Policy
Div. rel. July I8. 2003) (lyesr"rr Wireless Order).

tt547 c.F.R. g 54.307(b).

t5o'17 C.F.R. \54.307.see RuralTask Force Orlcr. l6FCCRcdat l l298.para- 1341 Fetlerul State Joinr Booftl on

Llniversal Semice. CC Dockct No. 96 45. Twentieth Ordcr on Reconsideration, l5 FCC Rcd 120?0. 12078. para. J 8
(2000\ (Tw e ntie t h Orde r o n Re c ort s ide rat iol).

25t47 C-F.Ii- g 5.1.307(c). Specil icatly. scclion 5.1,307 states. '(c) 
[al competit ive eligible telecomnrunications

carrier must submit thc data required pursuant lo paragraph (b) of this seclion according to the schedulc. ( I ) No later

than July 3l st of each year. submil data as of Decembcr 3I st of the previous calendar ycar; (2) No later thao

Septcmbcr 30th of each year. submil data as of March 3I st of thc cxistin-g calendar year; (3) No latcr than Decenrber
(c0ot inued, . , . )  

4  |
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section 54.307(c) ofthe Commission's rules, under its administration ofthe high-cost program, USAC
bases its quarterly support payments on these quarterly line count data submissions. For ETCs
designated in areas served by rural incumbent LECs, line count data submitted on March 30 are used to
target support for the third and fourth quarlers of each year, line count dala filed on September 30 are
used to target support for the first quarter of the filing year, and line count data filed on December 30
are used ro target support for the second quarter ofrhe filing year. For ETCs designated in areas served
by non-rural incumbent LECs, line counts filed on March 30 are used for third quarter support, line
counts filed on July 3l are used for fourth quafter support, line counts filed on September 30 are used
for first quarter support, and line counts filed on December 30 are used for second quarter support.258

9 | . Under the filing schedules described above, carriers that receive a late ETC designation
may miss quarterly filing deadlines that could affect USAC's cost estimates for the relevant quarter.
Also, an ETC receiving a late designation that did not file quarterly line counts in anticipation of its
Il IC designation could suffer significant delay in receipt of support. In light of the delay in support
that can be caused by ETC designations occurring after line count certification filing deadlines, we
sought comrnent inthe ETC Designation NPRM on whether to amend our rules to allow newly
designated ETCs to begin receiving high-cost support as of their ETC designation date, provided that
the reouired certifications and line-count data are filed within 60 davs of the carrier's ETC designation
date.2t9

92. Discttssion. We conclude that in order to provide universal service suppoft to newly
designated ETCs on a timely basis, ETCs shall be eligible for suppon as of their ETC designation date,
provided that the required certification.s and line-count data are filed within 60 days of the carrier's
ETC designation date.2@ As suggested by commenters, including USAC, revising the certification and
line count deadline rules will enable customers of neu'ly designated ETCs ro begin to receive the
bencfits ofuniversal service support as ofthe ETC's designation date. Additionally, this modification
will eliminate the need for cariers to seek waivers of fil ing deadline rules in order to receive support
on a timely basis. At the same lime, for administrative efficiency and predictability, we must impose
some time limits so that USAC can accurately calculate total high-cost support payments. Therefore, a
rewly-designated ETC's certification and line-count data must be filed within 60 days of its initia
F,TC designation from thr: state commission or Commission. If the newly de signated .ETC does not file
within 60 days ofthe carrier's ETC designation date, the ETC will not receive suppofi retroactively to
its ETC designation date, but only on a going-lbrward basis. We note that although USAC supports
this revision, it has indicated that such funding should not flow to a newly designated ETC until its line
count data are included in USAC's quarterly demand projections.26r ln order to avoid any
adminlstrative burdens associated with processing payments to a newly designated ETC, we agree that
IISAC shall distribute support only after the required line count data are available in USAC's quarterly

(Centinued fiom previous page)
30th ofcach year, submit data as ofJune 30lh ofthe existing calendar year: (.1) No later than March 30th ofeach
year, submit data as of September 3Oth o{ the previous calendar ycar. '

'58See Twentieth Order on Reconsidention. 15 FCC Rcd at 12078. para. 17, n. 25.

) 5 e S e e E ' f C D e s i g r a t i o a N P R M . l 9 F C C R c d a t l 0 1 3 0 l , p a r a . 5 . S e e a l s o 4 7 C . F . R ,  
l i $ 5 4 . 3 0 7 , 5 4 . 3 1 3 . 5 4 . 3 1 4 .

2"0See Appendix A ibr ths revised rules.

26ISee USAC Commenls ai 19,

1 2
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demand projections.t6t As a result, unless a carrier has filed its data with USAC in advance of its ETC
designation date, a carrier might have to wait an additional quarter before it begins receiving support.

F. Accepting Untimely Filed Certifications For Interstate Access Support.

93. Backsround. Section 54.809(c) of the Commission's rules states that in order for an ETC

to receive Interstate Access Support (IAS), ihe ETC must file an annual certification on the date that it
flrst files line count information and thereafter on June 30 of each year.tot As a result, the current rule
prohibits an otherwise eligible carrier from receiving LA.S for as much as a year if it misses the annual
certification deadline. In the MAG Orcler, the Commission determined that a carrier that untimely files
its annual certification for Interstate Common Line Suppon (ICLS) would not be eligible for support
until the second calendar quarter after lhe certification is filed.26a For example, if a carrier untimely
file5 its required annual June 30 certification on July 15, it will be eligible to receive ICLS support
beginning January I of the following year. Therefbre, the MAG Order establishes a supplemental
certified filing process that prevents an ETC from losing ICLS for an entire year if it misses the June
30 certification deadline.365 In the ETC Designation NPRM,the Commission proposed adopting a
similar supplemental process for accepting untimely certifications for the receipt of IAS.?66

94. Discussion. We adopt the proposal in the ElCDesignation NPRM that establishes a
procedure for accepting untimely filed cenifications for LAS. We conclude that aliowing an ETC that
rnisses the June 30 certification deadline to receive IAS support following the fil ing of the untimely
certification will not unduly harm a carrier that files an annual cefiification late and will eliminate the
need for a carrier to seek a waiver of the fil ing certification deadlines rules.r6i At the same time, by not
allowing a carrier to receive IAS support for the entire year, the carrier still has the incentive to file the
certification on a timely basis in order to not interrupt its receipt of IAS suppoft. We, therefore, adopt
a quarterly certification schedule to accommodate late filings. Specifically, a price cap LEC or
competitive ETC that misses the June 30 annual IAS certific:rtion deadline shall receive support
pursuant lo the following schedule: (l) carriers that file no later than September 30 shall receive
suppofi for the foufth quarter of that year and the first and second quarters of the subsequent year; (2)

'6'5"" 
".g., 

Fe(leral-Stote Joitrt Board o LJniversal Senice, Grande Comnwictttiotts, /rc., Petition for Waiver of
Scctions 54.307 and 54.:l l4 ofthc Commission's Rules and Regulations, CC Docket No. 96 45, Order, 19 FCC Rcd
15580, 1558.1, para. 9, n.34 (2004) (establishing a proccss l irr USAC to disburse funds retroactively to an ETC's
designalion date).

'u'.17 C.F.R. g 54.809(c). IAS helps ol'lset interstate access charges fbr pricc-cap carriers. '17 C.F.R. $$ 54.800. el.
se4. Each competit ive ETC that provides supported scrviccs wilhin the study area ofa price-cap local exchange
carrier reccives IAS for each linc that it serles within thal study arca. 47 C.F.R $ 5.1.807(a).

tat Multi-Assodation Group (MAG) Plan lbr Reguhttion of lnterstate Semices oJ Non-Price Cap lncumbent Local
L-rchange Carriers ontl lntererchange Carriers. Federcl State Joint Board on LJniversal Senice, Actess Charqe
Reform for Incumbent Local E-rchange Carriers Subjea to Rate of-Rel nl Regulation, Prescribhg the Authoiaed
Rate of Return Fron lnterstute Ser,'ic es of Local Exchattge Curriers, Second Report ttnd Ortler and F urther Notice
of Pruposeel Rulentaking it CC Docket No. 00-25(t. Fifieenlh Report and Order in CC Dockct No. 96-45, Report and

Order in CC Dockel No- 98-77, Report and Order in CC Docket 98- 166, l6 FCC Rcd 1961 3. 19687-88, para. 176
(20Ot) (MAG Order); 47 C.F.R. $ 54.904(d).

t"tMAG orcler, I6 FCC Rcd at i9687-88. para. 176,

16(See ETC Designation NPRM, I9 FCC Rcd at l()80 | . para. 5-

2675ee Appcndix A for the revised rule.
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carriers that file no later than December 31 shall receive support for the first and second quarlers of the
subsequent year; and (3) carriers that file no later than March 31 of the subsequent year shall receive
support for the second quarter of the subsequent year.

VII. PROCEDURALMATTERS

A, RegulatoryFlexibilityAnalysis

95. As required by the Regulatory Flexibility Act, 5 U.S.C. $ 604, the Commission has prepared
a Final Regulatory Flexibility Analysis (FRFA) for the Report and Order, set forth at Appendix C.

B, Congressional Review Act

" 96. The Commission will send a copy of the Report and Ortler in a report to be sent to
Congress pursuant to the Congressional Review Act.263 In addition, the Commission will send a copy
of the Report and Order lo the Chief Counsel for Advocacy of the Small Business Administration. A
copy of the Report antl Order (or summaries thereof) will also be publishedinthe Federal Register-26e

C. Paperwork Reduction Act

97. This document contains nerv or modified information collection requirements subject to
the Paperwork Reduction Act of 1995 (PRA), Public Law 104-13. It will be submitted to the Office of
Management and Budget (OMB) for review under Section 3507(d) of the PRA. OMts, the general
public, and other Federal agencies are invited to comment on the new or modified information
collection requirements contained in this proceeding-

D. Filing Procedures

98. Pursuant to sections I .4 | 5 and | .419 of the Commission's rules,:70 interested parties may
file comments not later than 60 days after publication of this Rep ort and Ortler in the Federal Register
and may file reply comments not later than 90 days after publication of this Report and Order in the
Federal Register. ln order to facilitate review of comments and reply comments, parties should include
rhe name of the fil ing party and the date of the l' i l ing on all pleadings. Comments may be filed usingthe
Commission's Electronic Comment Filing System (ECFS) or by fil ing paper copies.'"

99. Comments filed through the ECFS can be sent as an electronic file via the Intemet to
http://www.fcc.gov/cgb/ecfs. Generally, only one copv ofat electronic submission must be filed. If
multiple docket or rulemaking numbers appear in the caption of tbis proceeding, however, commenters
must transmit one electronic copy of the comments to each docket or rulemaking number ref-erenced in
the caption- In completing the transmiltal screen, commenters should include their full name. U.S.
Postal Service mailing address, and the apphcable docket or rulemaking number. Parties may also
submit an electronic comment by Internet e-mail. To get fil ing instructions for e-mail comments,
commenters should send an e-mail to ecfs@fcc.gov, and should include the follou'ing words in the body

268see 5 U-S.C. S 801(a)(1XA).

r6'S€e 5 U-S.C- $ 60.1(b).

t tu47 c .F .R.  ss  l -415.  t .4 t9 -

21tSee Electronit Fil ing of Dot uments in Rulenakhg Proteet)ings.l3 FCC Rcd I 1322. I I 326 ( 1998).
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ofthe message, "get form." A sample form and directions will be sent in reply. Or you may obtain a
copy of the ASCII Electronic Transmittal Form (FORM-ET) at www.fcc.gov/e-file/email.html.

100. Parties that choose to file by paper must file an original and four copies of each filing.
Filings can be sent by hand or messenger delivery, by commercial overnight courier, or by first-class or

overnight U.S. Postal Service mail (although we continue to experience delays in receiving U.S. Postal

Senice mail). The Commission's contractor, Natek, Inc.. will receive hand-delivered or messenger-
delivered paper filings for the Commission's Secretary at a new location in downtown Washington, DC.

The address is 236 Massachusefis Avenue, NE, Suite I 10, Washington, DC 20002. The filing hours at

this location will be 8:00 a.m. to 7:00 p.m. All hand deliveries must be held together with rubber bands
or fasteners. Any envelopes must be disposed of before entering the building.

1Q1. Commercial overnight mail (other than U.S. Postal Service Express Mail and Priority
Mail) must be senl ro 9300 East Hampton Drive, Capitol Heights, MD 20743. U.S. Postal Seryice flrst-
class mail, Express Mail, and Priority Mail should be addressed to 445 l2th Street, SW, Washington,
D.C.20554. All ti l ings must be addressed to the Commission's Secretary, Office of the Secretary,
tedcra l  Communicr t  ions Commission.

If you are sending this type of document or
using this deliverY method.,.

It should be addressed for delivery to..

Hand-delivered or messenger-delivered paper
fil ings for the Commission's Secretary

236 Massachusetts
Avenue, NE, Suite I 10,
Washington, DC 2(nOZ (8:00 to 7:00 p.m.

Other messenger-delivered documents,
including documents sent by overnight mail
(other than United States Postal Service
Express Mail and Priority Mail)

9300 East Hampton Drive,
Capitol Heights, MD 20743
(8:00 a.m.  to  5:30 p.m.)

United States Postal Service first-class mail,
Express Mail, and Priority Mail

445 l2'h Street, SW
Washinston, DC 20554

102. Parties who choose to file by paper should also submit their comments on diskette. These
diskettes, plus one paper copy, should be submitted to: Sheryl Todd, Telecommunications Access Policy
Division, Wireline Competition Bureau, Federal Communications, at the fil ing window at 236
Massachusetts Avelue, N.E., Suite I10, Washington. D.C. 20002. Such a submission should be on a

3.5-inch diskette formatted in an IBM compatible format using Word or compatible software. The
diskette should be accompanied by a cover letter and should be submitted in "read only" mode. The
diskette should be clearly labeled with the commenter's name, proceeding (including the docket
number, in this case WC Docket No.02-60, type of pleading (comment or reply comment), date of
submission, and the name ofthe electronic file on the diskette. The label should also include the
following phrase "Disk Copy - Not an Original-" Each diskette should contain only one party's
pleadings, preferably in a single electronic file. In addition, commenters musl send diskette copies to

the Commission's copy contractor, Qualex International, Portals II,445 l2st Streel, S.W., Room

CYB402, Washington, D.C. 20554 (ree alternative addresscs above for delivery by hand or messenger).

103. Regardless of whcther parties choose to file electronically or by paper, parties should also

file one copy of any documents liled in this docket with the Commission's copy contractor, Qualex
Intemational, Ponals II,445 l2th Street S.W., CY-B402, Washington, D.C. 20554 (see alternative
addresses abovc for delivery by hand or rnesscnger) (telephone 202-863-2893; facsimile 202-863 2898)

or via e-mail at qualexint @ aol.com-
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104. Written comments by the public on the proposed and/or moditied information collecttons

are due on the same day as comments on this Report and Order, i-e., on or before 60 days after
publication of this Report ond Order in the Federal Register. Written comrnents must be submitted by

OMB on the proposed and/or modified information collections on or before 60 days after publication of

this Report and Orcler in the Federal Register. In addition to filing comments with the Secretary, a copy
of any con]lnents on the information collections contained herein should be submitted to Judith B.

Hermzm, Federal Communications Commission, Room l-C804,445 l2h Street. S.W., Washington, D.C.

20554, or via the Intemet to jbherman @fcc.gov, and to Jeanette Thomton, OMB Desk Officer, Room

10236 NEOB, 725 17fr Street, N.W., Washington, D.C. 20503 or via the Internet to
JThorrto@omb.eop.gov.

105. The full text of this document is available for public inspection and copying during regular
business hours at the FCC Reference Information Center, Portals II, 445 l2' Street, SW, Room CY-
4257, Washington, DC, 20554- This document may also be purchased from the Commission's
dupf icating contractor, Qualex Intemational, Port als E, 445 12" Street, SW, Room CY-B402,
Washington, DC, 20554, telephone (202) 863-2893, facsimile (202) 863-2898, or via e-mail
qualexint@aol.com.

E. Further Information

| 06. Alternative formats (computer diskette. largc print, audio recording, and Braille) are
av;rilrble to persons with disabilities by contacting Brian Millin at (2OZ) 418-1426 voice, (202) 418-
1365 TTY, or bmillin @fcc.gov. This Report and Order can also be downloaded in Microsofl Word and
ASCII formats at <http://www.f'cc-gov/ccb/universalservice/highcost>.

107. For further information, contact Gina Spade or Thomas Buckley at (202) 4l8-7400 in the
Telecommunications Access Policy Division, Wireline Competition Bureau.

VIII. ORDERING CLAUSES

t08. Accordingly, IT IS ORDERED that, pursuant to the authority contained in sections 1,4(i),
4(i),201-20-5, ?.14,254, and 403 ofthe Comnrunications Act of 1934. as amended,4T U.S.C. $S l5l,
154(i), 154(t), 201-205, 214,254, and 403, this Rrp ort and O rder IS ADOPTED.

109. IT IS FURTHER ORDERED that Pan 54 of the Commission's rules, 47 C.F.R. Part 54, IS
AMENDED as set forth in the attached Appendix A, cffective thirty (30) days after the publication of
this Report and O rtler in the Federal Register, except that the requirements subiect to lhe Paperwork
Rcduction Act are not effective until approved by Office of Management and Budgct. The Commission
will publish a document in the Federal Register announcing the effective date of the requirements.

I10. IT IS FURTHER ORDERED that the Commission's Consumer and Governmental Affairs
Burcau, Reference Information Center, SHALL SEND a copy ttf this Repot antl Order, including the
Final Regulatory Flexibility Analysis, to the Chief Counsel lbr Advocacy of the Small Business
Administration.

1l L IT IS FURTHER ORDERED thar rhe Universal Servicc Adminisrrative Company shall lo
develop standards for the submission of any maps that cligible telecommunications carriers are required
to submit to the Universal Service Adnrinistrative Company under the Commission's rules, to the extent
discussed herein.

I l2- IT IS FURTHER ORDERED that the petition for redefinition filed by the Colorado Public
Utilities Commission, on Aueust 12,2OO7,lS GRANTED, to the extelrt discussed herein.
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l 13. IT IS FURTHER ORDERED rhar rhe petition for redefinition filed by the Colorado Public

Utilities Commission, on May 30,2003, IS GRANTED, to the extent discussed herein

I 14. IT IS FURTIIER ORDERED that the petition for redefinition filed by RCC Minnesota,

Inc, on June 24, 2003, lS GRANTED, to the extent discussed herein

I15. IT IS FURTHER ORDERED lhat the petition lbr redefinition filed by the Minnesota
Ftblic Ufilities Commission, on August 7, 2003, IS GRANTED, to the extent discussed herein.

1 16. IT IS FLTRTHER ORDERED thar the petition for redefinition filed by ALLTEL
Communications, Inc., on November 21,2003,IS GRANTED, to the extent discussed herein

117- IT IS FURTHER ORDERED that the petition for redefinition filed by ALLTEL
Communicatioi.rs. Inc., on December ll ,2003,IS GRANTED, to the extent discussed herein

l t8. IT IS FURTHER ORDERED that the peririon for redefinition filed by CTC Telecom, Inc.,

on June 30,2004, IS GRANTED, to the extent discussed herein.

119. IT IS FURTHER ORDERED that the petition for redefinition filed by ,American Cellular
Corporation, on July 16,2004, IS GRANTED, to the extent discussed herein.

120. IT IS FURTHER ORDERED that the petition lbr redefinition filed by RCC Minnesota,
lnc. and Wireless Alliance, LLC, on August Z7 , ZOO4,IS CRANTED, to the extent discussed herein.

FEDtsRAL COMMUNICATIONS COMMISSION

Marlene H- Dortch
Secretarv

11
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APPENDIXA_FINALRULES

Pan 54 of Title 47 of the Code of Federal Regulations is amended as follows:

PART 54 - UNIVERSAL SERVICE

Subpart C - Carriers Eligible for Universal Service Support

l. Section 54.202 is added to subpart C to read as follows:

g 54.202 Additional requirements for Commission designation of eligible telecommunications
carriers.

(a) On or after the effective date of these rules, in order to be designated an eligible telecommunications
carrier under section 214(e)(6), any common carrier in its application must:

(1) (A) commit to provide service throughout its proposed designated service area to all customers
making a reasonable request for service. Each applicant shall certify that it will (l) provide service
on a timely basis to requesting customers within the applicant's service area where lhe applicant's
network already passes the potential customer's premises; and (2) provide service rvithin a
reasonable period of time, if the potential customer is within the applicant's licensed service area but
outside its existing network coverage, if service can be provided at reasonable cost by (a) modifying
or replacing the requesting customer's equipment; (b) deploying a roof-mounted antenna or other
equipment; (c) adjusting the nearest cell tower; (d) adjusting network or customer facilities; (e)

reselling services from another carrier's facilities to provide service; or (f) employing, leasing or
constructing an additional cell site, cell extender, repeater, or other similar equipment; and

(B) submit a five-year plan that describes with specificity proposed improvements or upgrades to the
applicant's network on a wire center-by-wire center basis ihroughout its proposed designated service
area. Each applicant shall demonstrate how signal quality, coverage or capacity will improve due to
the receipt of high-cost support: the projected start date and completion date for each improvement
and the estimated amount of investment for each project that is funded by high-cost support; the
specific geographic areas where the improvements will be made; and the estimated population that
will be served as a result of the improvements. If an applicant believes that service improvements in
a particular wire cenier are not needed, it must explain its basis for this detcrmination and
demonstrate horv funding will otherwise be us{]d to further the provision of supported services in that
area.

(2) demonstrate its abiliry to remain functional in emergency situations, including a demonstration that it
has a reasonable amount of back-up power to ensure functionality without an extemal power source,
is able to reroute traffic around damaged facilities, and is capable of managing traffic spikes resulting
from cmergency situations.

(3) demonstrate that it will satisfy applicable consumer protection and service quality standards. A
commitment by wireless applicants to comply with the Cellular Te lecommunications and lnternet
Association's Consumer Code for Wirele ss Service will satisfy this requirement. Other
commitments will be considered on a case-by-case basis.

(4) demonstrate rhar it offers a local usage plan comparable to the one offered by the incumbent LRC in

the service areas for which it seeks designation-
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(5) certify that the carrier acknowledges that the Commission may require it 10 provide equal access to
long distance carriers in the event that no other eligible telecommunications carrier is providing equal
access within the service area.

(b) Any common carrier that has been designated under section 2la(e)(6) as an eligible
telecommunications carrier or that has submitted its application for designation under section 214(e)(6)
before the eiTective date of these rules must submit the information required by paragraph (a) of this
section no later than October 1, 2006, as pan of its annual repofting requirements under section 54.209.

(c) Public Interest Standard. Prior to designating an eligible telecommunicaiions carrier pursuant to
section 2l4(eX6), the Commission determine that such designation is in the public interest. In doing so,
the Commission shall consider the benefits of increased consumer choice, and the unique advantages and
disadvantages ofthe applicant's service offering. In instances where an eligible telecommunications
carrier applicant seeks designation below the study area Ievel of a rural telephone company, the
Commission shall also conduct a creamskimming analysis that compares the population densily ofeach
wire center in which the eligible telecommunications carrier applicant seeks designation against that of
the wire centers in the study area in which the eligible telecommunications carrier applicant does not
scek designation. In its creamskimming analysis, the Commission shall consider other factors, such as
disaggregation of suppoft pursuant to $ 5zl.3l 5 by the incumbent local exchange canier.

(d) A common carrier seeking designation as an eligible tclecornmunications carrier under section
2l a(eX6) for any part of tribal lands shall provide a copy of its petition to the affected tribal govemment
and tribal regulatory authority, as applicable, at the time it fi les its petition with the Federal
Communications Commission- In addition, the Commission shall send the relevant public notice seeking
comment on any petition for designarion as an eligible telecommurications carrier on tribal lands, at the
time it is released, to the affected tribal government.md tribal regulatory authority, as applicable, by
overnight express mail-

2. Section 54.209 is added to subpart C to read as follows:

$ 54.209 Annual reporting requir€ments for designated eligible telecommunications carriers,

(a) A common czurier designated under section 214(e)(6) as an eligible telecommunicatioDs carrier shall
nrovide:

a progress report on its five-year service quality in]provement plan, including rr.raps detailing its
progress towards meeting its plan targets, an explanation of how much universal service support
was received and how it was used to improve signal quality, coverage, or capacity, and an
explanation regarding any network improvement targets that have not been tulfil led. The
information shall be submitted at the wire center lcvcl:

detailed information on any outage, as that term is delined in 47 C.F.R. g 4.5, of at least 30
minutes in duration fbr each service area in rvhich an eligible te lecomnrunications carricr is
designated for any facilities it owns. operates- leases, or otherwise utilizes rhat potentially affect
(a) at least ten percent of the end users served in a designated service area; or (b) a 9l I special
lacility, as defined in 47 C.F.R. $ 4.5(e). Specifically, the eligible telecommunications carrier's
annual repon must include information detailing: (a) the date and time of onset of the outage; (b)
a brief description of the outage and its resolution; (c) the panicular services affected; (d) the

( t )

(2)
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geographic areas affected by the outage; (e) steps taken to prevent a similar situation in the
future; and (f) the number of customers affected.

(3) the number ofrequests for service from potential customers within the eligible
telecommunications carrier's service areas that were unfulfilled during the past year. The carrier

shall also detail how it attempted to provide service to those potential ct|stomers, as set forth in

$5a-202(aXlXA);

(4) the number of complaints per 1,000 handsets or lines;

(5) certification that it is complying with applicable service quality standards and consumer
protecti()n rules;

(6) certification that the carrier is able to function in emergency situations as set forth in

$54.201(a)(2);

(7) certification that the carrier is offering a local usage plan comparable to that offered by the
incumbent LEC in the relevant service areas;:rnd

(8) cefiification that the carrier acknowledges that the Commission may require it to provide equal
access to long distance carriers in the event that no other eligible ielecommunications carrier is
providing equal access within the service area.

(b) Filing deadlines. In order for a common carrier designated under section 214(eX6) to continue to
receive supporl for the following calendar year, or retain its eligible telecommunications carrier
dcsignation. iI must submit the annual reporting information in paragraph (a) no later than October l,
2006. and thereafter annually by October I of each year- Eligible telecommunications carriers that file
their reports after the October 1 deadline shall receive support pursuant to the following schedule:

( | ) Eligible telecommunication carriers that file no later than January I of the subsequent year shall
receive support lbr the second, third and fourth quaders of the subsequent year.

(2) Eligible teleconmunication carriers that file no later than April I of the subsequent year shall
receive support for the third and fourth quarters of the subsequent year.

(3) Eligible telecommunication carriers that file no later than luly I of the subsequent year shall
receive support lbr the fourth quarter ofthe subsequent year.

3. Section 54.307 is amended by adding paragraph (d) to subpart D to read as follows:

$ 54.307 Support to a competitive eligible telecommunications carrier.

(a)-(c) * * * funchanged]

(d) Newly designated eligible tele.:ommLrnications carriers. Notwirhstanding the deadlines in paragraph
(c) of this seciion, a carier shall be eligible to reccive support as of thc effective date of its designalion
as an eligible telecommunicatjons carrier under section 214(e)(2) or (e)(6), provided that jt submits the
data required pursuant to paragraph (b) of this section within 60 days ol'that effective date. Thereafter,
the eligible telecornmunications carrier must submit the data rcquired in paragraph (b) of this section
pursuant to the schedulc in paragraph (c).
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4. Section 54.3i3 is amended by adding paragraph (dX3Xvi) to subpart D to read as follows

$ 54.313 State certification of support for non-rural carriers.

(a)-(d)(3Xv) * * * [unchanged]

(vi) New-l"v designated eligible telecommunications czrriers. Notwithstanding the deadlines in paragraph
(d) of this section, a carrier shall be eligible to receive support pursuant to $ 54.309 or $ 54.311,
whichever is applicable, as of the effective date of its designation as an eligible telecomnrunications
carrier under section 214(e)(2) or (e)(6), provided that it files the certification described in paragraph (b)

of this section or the state commission files the certification described in paragraph (a) of this sectron
within 60 days of the effective dale of the carrier's designation as an eligible telecommunications carrier.
Thereafter, the ceftificatio} required by paragraphs (a) or (b) of this section must be submitted pursuant

to the schedule in paragraph (d).

5. Section 54.314 is amended by adding paragraph (dX6) to subpafi D to read as follows:

$ 54.314 State certification of support for rural carriers.

(a)-(d)(5) * * * [unchanged]

(6) (vi) Nen.1y r/esignated eligible telecommunications carriers. Notwithstanding the deadlines in
paragraph (d) of this section, a carrier shall be eligible to receive support pursuant to $$54.301, 54.305,
or 54.307 or part 36 subpart F of this chapter, whichever is applicable, as of the effective date of its
designation as an eligible telecommunications carrier under section 214(e)(2) or (e)(6), provided that it
files rhe certification described in paragraph (b) of this section or the state commission files the
cenification described in paragraph (a) ofthis section within 60 days of the effective date ofthe carrier's
designation as an eligible telecommunications carrier. Thereafter, the certification required by
paragraphs (a) or (b) of this section must be submined pursuant to the schedule in paragraph (d).

6. Section 54.809 is amended by adding the last sentence to paragraph (c) to subpafi D io read as
lbllows:

$ 54.809 Carrier certification.

(a)-(b) * * x [unchanged]

(c) Filing deadlines- In order for a price cap local exchange carier or an eligible telecommunicattons
carrier sen'ing lines in the service area of a price cap local exchange carrier lo receive interstate access
universal seryice support, such canier shall fi le an annual certification. as described in paragraph (b) of
this section, on the date that it first fi les its line count information pursuant to 5 54-802, and thereafter on
June 30 of each year. Such carrier that files its line count information after the June 30 deadline shall
receive suppolt pursuant to the following schedule:

( I ) Carriers that file no later than September 30 shall rcceive suppon fbr the fourth quafier of that
year and the first and second quarters of the subsequent year.

(2) Carriers that file no later than December 3l shall receive suppon for the first and second quarters

of the subsequent year.
(3) Carriers that file no later than March 3 I of the subsequent year shalJ receive support for the

second quarter of the subsequent year.
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APPENDIX B

PARTIES FILING COMIVIENTS IN ETC DESIGNATION
FRAMEWORK PROCEEDING

Conrments:

Commenter

Alaska Regulatory Commission
Alaska Telephone Association
ALLTEL Corporation
American Congress on Surveying and Mapping
AT&T Corp.
AT&T Wireless Services, Inc.
Beacon Telecommunications Advisors, LLC
BellSouth Corporation
People of the State of California and the Califomia
Public Utilities Commission

CC Communications
Cenlennial Communications Corp.
CenturyTel, Inc.
Coalition of State Telecommunications Associations

aurd Rural Telephone Companies
California Telephone Association Small
Company Committee

Colorado Telecommunications Association
Independent Telephone Companies of Vermont
Indiana Exchange Carrier Association
New Hampshire Telephone Association
Oklahoma Rural Telephone Coalition
Oregon Telecommunications Association
Telephone Association of Maine
Washington Independent Telephone Association
ILEC Division of the Wisconsin Statc
Telecommu n icat ions Assoc ia t  ion

Commnet Wireless, LLC
Cox Communications, Inc.
CTIA-The Wireless Association
Dobson Cellular Systems. Inc.
Fred Williamson and Associations, Inc.
General Communication, Inc.
GVNW Consulting, Inc.
Hopi Telecommunicat jons, lnc-
lndependent Telephone & Te lecommunlcations
Alliance

Iowa Utilities Board
John Staurulakis, Inc.
Mid-Sized Carrier Coalition

Innovative Teiephone
Iowa Telecommunications and

Valor Telecommunications of Texas, L.P.

Abbreviation

RCA
Alaska Telephone
ALLTEL
ACSM
AT&T
,AWS
Beacon
BellSouth

California

Centennial
CenturyTel

State and Rural Coalition

Commnet
Cox
CTIA
Dobson
F.  Wi l l iamson

GVNW
Hopi Telecommunications

ITTA
Iowa Board
JSI
Mid-Sized Carrier Coalition
lnnovative

Valor
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Missouri Public Service Commissron
Monlana Independenl  Telecommunicat ions
Systems

National Association of State Utility Consumer
Advocates

National Exchange Carrier Association, Inc.
National Telecommunications Cooperative

Association
National Tribal Telecommunications Association
Nebraska Rural Independent Companies
New York State Department ofPublic Service
Nextel Communications, Inc.
Nextel Partner\, Inc.
Organization for the Promotion and Advancement
of Small Telecommunicatrons Companies

Rural Independent Competitive Alliance
Rural Telecommunications Group

Oregon-Idaho Utilities and
Humboldt Telephone Company

Public Utility Commission of Oregon
Petrocom License Corporation
Puerto Rico Telephone Company

Qwest Communications Internaiional
Rural Carrier Group
Rural Cellular Association and

The Alliance of Rural CMRS Carriers
SBC Comrnunications Inc.
South Dakota Telecommunications,{ssociation

Townes Telecommunications. Inc.
Sprint Corporation
TCA, Inc. - Telcom Consulting Associates
TDS Telecommunications Corporation
Telscape Communications, Inc.
United States Cellular Corporation
United States Telecom Association
Universal Sen,ice Administrative Company
Verizon telephone companies
Wireless Division of the Wisconsin State

Telecommunications Association
Westem Telecommunications All iance
Westem Wireless Corporation

R€ply Comments:

Ad Hoc Telecommunicalions Users Committee
ALLTEL Corporation
AT&T Corp.
Cellular Telecommunications & Internet Association
Centennial Communications Corp.
CenturyTel, Inc.
Coalition of State Telecommunications Associations

MoPSC

Montana ITS

NASUCA
NECA

NTCA
NTTA
Nebraska RICs
NYDPS
Nextel

OPASTCO
RICA
RTG
OIU
HTC
Oregon Commission
PetroCom
PRT

Qwest

RCA
SBC
SDTA
Towncs
Sprint
TC,A
TDS
TeJscape
US Cellular
USTA
USAC
Verizon

Wireless Division
WTA
Western Wireless

Ad Hoc
ALLTEL
AT&T
CTIA
Centennial
CenturyTel
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and Rural Telephone Companies
(lorr Wireless Communications, LLC
Cox Communications, Inc.
Dobson Cellular Systems
Fred Williamson and Associates, Inc.
General Communications, Inc.
GVNW Consulting, Inc.
Iowa Utilities Board
Mid-Size Camer Coalition

Innovative Telephone
Iowa Telecommunications Services, Inc-
Valor Telecommunications of Texas, L.P.

Montana Independent Telecommunications System
Montanl  Publ ic  Serv icc Commission
Missour i  Publ ic  Serv ice Commission
National Association of State Utility Consumer
Advocates

National Exchange Carrier Association. Inc.
National Telecommunications Cooperative Association
Native Networking Policy Center
Nebraska Rural Independent Companies
Nextel Communications, Inc.
{Jffice of Advocacy of the U-S. Small Business

Administration
Pucno R ico Telephone Companr
Rural Carriers
Rural Cellular Association and

Alliance of Rural CMRS Carriers
Rural Telecommunications Associations
Sprint Corporation
T'exas Statewide Telephone Cooperative, lnc.
United States Cellular Corporation
[Jnited States Telecom Associatiorr
Universal Service Administrative Company
VerizonVerizon
Western Teleconmunications Alliance
Western Wireless Corporatron
Wyoming Office of Consumer Advocate

State and Rural Coalition
Corr Wireless
Cox
Dobson
F. Williamson
GCI
GVNW
Iowa Board

(Vitelco)
(Iowa Telecom)
(Valor)
Montana ITS
MPSC
MOPSC

NASUCA
NECA
NTCA
NNPC
Nebraska RlCs
NEXTEL

Advocacy
PRT

RCA-ARC
Associations
Sprint
TSTCI
US Cellular
USTA
USAC

WTA
Western Wireless
Wyoming OCA
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APPENDIX C: FINAL REGULATORY FLEXIBILITY ANALYSIS (FRFA)

(Report and Order)

1. As required by the Regulatory Flexibility Act of 1980, as amended (RFA),'r an Initial
Regulatory Flexibility Analysis (IRFA) -was incorporated in ihe notice of proposed mlemaking to
which this Reporl and Order responds.''' The Commission sought rvritten public comment on the
Federal-State Joint Board's (Joint Board) recommendations tn rhe Recommended Decision, including
comment on ihe IRFA incorporated in that proceeding.''" The comments we have received discuss
only the general recommendations, not the IRFA- This present Final Regulatory Flexibility Analysis
(FRFA) conforms to the RFA.275

A, Need fbr, and Objective of, this Report and Order

2. This Report and Order arJdresses the minirnum requirements that a telecommunications
carrier must meet in order to be designated as an "eligible telecommunications carrier" or "ETC," and
thus eligible to receive federal universal senvice support.276 Specifically, consistent with the
recommendations oftheJoint Board, this Report and Order adopts additional requirements for ETC
designation proceedings in which rhe Commission acts pursuant to scction 214(eX6) of the
Communications Act of 1934, as amended (the Ac0.'" In addition, for states that exercise jurisdiction

over ETC designations pursuant to section 214(e)(.2) of the Act, as recommended by the Joint Board,
this Report and Order encourages such state commissions to consider these requirements when
examining whether an ETC should be designatecl.tt* The application of these additional requirements
by the Commission and state commissions should allow for a more predictable ETC designation
process.tte In addition, because the additional requirement s in this Report and Order create a more
rigorous ETC designation process, their application by the Commission and state commissions will

support the long-tem sustainability of the universal service fund.'*n

3. In considering whether caniers have satisfied their burden of proof necessary for ETC
designation, this Repo and Order no*'requires that applicants: (I) provide five-year plans
demonstrating how high-cost universal service support will be used to improve coverage, service

t"S-"" 5 U.S.C. g 603. The RFA, see 5 U.S.C. gg 601-612, has been amended by thc Srnall Business Regulatory
Enforcemcnt Fairness Act of 1996 (SBREFA). Pub. L. No. 104- 121 . Tit le II, I l0 Stat. 857 ( 1996).

213 Federal-State Jt int Board on Llniversal Service, CC Dockct No. 96 45, Notice of Proposed Rulcmaking. l9 FCC

Rcd 10800 (2004) ( ETC Desig ation Framework NPRM).

l?aFe,leral State Joint Board on Universal Ser!jcc, Recommended Decision, CC Dockct No. 96 .15, 19 FCC Rcd

425'7 (2004) (Rccommended Decision).

2 7 5 S e e 5 U . S . C . g 6 0 4 .

t16, ,
Jee : rpfL1 paras.  |  / - / r .

217 See supra paras. 17-39.

27sSec szpra paras. 58-60.

219 s"" ,upro para. 1.

2sosee srpro po.a. 15.
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quality or capacity on a wire center-by-wire center basis throughout their proposed designated servlce
areas; (2) demonsuate their ability to remain functional in emergency situations; (3) abide by service
quality standards, such as the Cellular Telecommunications and Intemet Association's Consumer Code
for Wireless Service; (4) offer local usage plans comparable to those offered by the incumbent LEC in
the areas for which they seek designation; and (5) acknowledge tbat the Commission may require them

to provide equal access to long distance carriers in the event that no other eligible telecommunications
carrier is providing equal access within the seruice area.ttt In addition, these additional requirements
are made applicable to all ETCs previously designated by the Commission and therefore, such ETCs
are required to submit evidence-d-emonstrating how they comply with this new ETC designation
framework by October 1, 2006."' This Report and Ortler, however, does not adopt the Joint Board's
recommendation to evaluate whether ETC applicants have the financial resources ilnd ability to provide
quality services rhroughout the designated service area because the Commission concludes the
objective of these criterion will be achieved through the other requirements adopted in thts Report and
orde r -2E3

4. ln this Report and Order, the Commission also sets forth its analytical framework for
determining whether or not the public interest would be served by an applicant's designation as an
ETC. The Commission finds that, under the statute, an applicant should only be designated as an ETC
where such designation serves the public interest, regardless of whether the area where designation is
sought is served by a rural or non-mral carrier. The Commission clarifies that its public interest
analysis for ETC designations for which ir has .iurisdiction pursuant to section 214(e)(6) ofthe Act will
review many of the same factors in areas served by non-rural and rural incumbent LECs, although the
Commission recognizes that the outcome of the analysis might vary depending on whether the area is
served by a mral or non-nrral carrier.28n In addition, as part of its public interest analysis, the
Commission will examine the potential for creamskimming effects in instances where an ETC
applicant seeks designation below the study area level of a rural incumbent LEC.285 The Commission
also encourages states to apply the Commission's analysis because it believes such applicatron will
assist them in determining whether or not the public interest would be served by designating a carrier
as an ETC.'36

5. In addition, in this Report und Order,lhe Commission strengthens its reporting
requirements for ETCs in order to ensure that high-cost universal service support continues to be used
for its intended purposes. Specifically, each ETC dcsignated by the Commission must provide on an
annual basis: ( l) progress updates on its five-year service quality improvement plan, including maps
detailing progress towards meeting its five-year improvement plan in every wirc center for which
designation was received, explanations of how much universal service support rvas received and how
the support was used to improve service quality in each wire center for which designation was
obtained, and an explanation of why any network improvement targets have not been met; (2) detailed
infornration on outages in the ETC's network caused by emergencies, including the date and time of

l 8 I  ̂
J C C  5 I p r 0  l A t A S .  l l .

282 See supra para.20.

233.!ee lrpra paras. 37 39.

28aSee sri2ra paras. .12-,13,

285See sripra paras. 48-53.

)86 . ,
Jee supra pafa. J1.
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onset of the outage, a brief clescription of the outage, the particular services affected by the outage, the

geographic areas affected by the outage, and steps taken to prevent a similar outage situation in the
future; and (3) how many requests for service from potential customers were unfulfilled lbr the past

year and the number ofcomplaints per 1,000 handsets or lines. These annual reporting requirements
are required for all ETCs designated by the Commission. Similar to the ETC designation requirements
adopted above, the Commission, in this Report and Ortler, encotrages states to require these reports to
be filed by all ETCs over which they possess jurisdiction.28T

6. The Comrnission, however, does not adopt the recommendation of the Joint Board to
control growth of the high-cost universal service fund by limiting the scoae of high-cost support to a

single connection thar provides access to the public telephone network.288 Section 634 of the 2005
Consolidated Appropriations Act prohibits the Commission from utilizing appropriated funds to
"modify, amend, or change" its rules or regulations to implement this recommendation.28e

7. In this Report and Order, the Commission also agrees with the Joint Board's
recommendation that changes are not waranted in its rules concerning procedures for redefinition of
service areas served by rural incumbent LECs.tno ln addition, in this Report and Order,the
Commission grants several petitions for redefinition of rural incumbenl LEC seryice areas.tot
Moreover, the Conmission directs the Universal Service Administrative Company (USAC) to develop
standards as necessary for the submission of any maps that ETCs are required to submit to USAC
under the Commission's rules.ze2 The Commission also modifies its annual certification and line count
filing deadlines so that newly designated ETCS are permitted to file that data within sixty days of their
ETC designation date in order 1o allow high-cost suppoft to be distributed as of the date of ETC
designation.2er In addition, the Commission modifies the quarterly cerrification schedule for the receipt
of interstate access support (IAS) so that price cap local exchange carriers and/or competitive ETCs
that miss the June 30 annual IAS certification deadline may file their certification thereafter in order to
receive LAS support in the second calendar quarter after the certification is filed.2ea Finally, the
Commission declines to define mobile wireless customer Iocation in terms of "place of primary use,"
as defined by the Mobile Telecommunications Sourcing Act (MTSA), for universal scruice purposes.tn-

t 8 t ^
Jte \ lPru fJra. |  | .

1 8 8 ^Jet, \rrla larJ. ro.

zseconsolidated Appropriations Acr- 2005, Pub. L. No. 108-447. $ 634. I l8 Stat 2809 (2OO1) (2005 Consolidated
Appropriations Act).

t90 ̂
JCe SUpfA far t .  t+.

2et 
See supra paras.16-19.

2e25cc sripra paras. 84-86.

2er.9ee sapra paras. 8?-92.

291 Se e supra paras. 93 -94.

le5,See sapra paras- 8o-83.
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B. Summary of Significant Issues Raised by Public Comments in Response to the

IRFA

8. No comments were filed directly in response to the IRFA in this proceeding. The

Cornrnission has nonetheless considered the potenti&l si-qnificant economic impact of the rules on small

entities and, as discussed below, has concluded that the rules adopted may impose some economic

burden on small entities that are designated as ETCs.

C. Description and Estimate of the Number of Small Entities to Which the Rules Will
Applv

9. The RFA directs agencies to provide a description of and, where feasible, an estimate of

the number of small entities that may be affected by the rules adopted herein.2s The RFA defines the

term "small entity" as having the same meaning as the terms "small business," "small organization,"
and "small govemrnental jurisdiction."2et ln addition, the term "small business" has the same meaning
as the term "small business concern" under the Small Business Act, unless the Commission has
developed one or more definitions that are appropriate to its activities.2es Under the Small Business
Act, a "small business concem: is one that: (l) is independently owned and operated; (2) is not
dominant in its field of operation; and (3) meets any additional criteria established by the Small
Business Administration (SBA).req

10. We have included ETCs that may meet the definition of "small business" in this present

RFA analysis. As noled above, a "small business" under the RFA is one that, inter aliu, meets the
pefiinent small business size standard (e.g., a telephone communications business having 1,500 or
fewer employees), and is not dominant in its field of operation-"rm

11. lnctrmbent Local ExchunEie Carriers (lncumbent LECs). The SBA's Office ofAdvocacy
contends that, for RFA puryoses, small incumbent local exchange carriers are not dominant in therr
field of operation because any such dominance is not "national" in scope.3ot We have therefore
included small incumbent local exchange carriers in this FRFA analysis, although we emphasize that
this RFA action has no elTect on Commission analyses and determinations in other, non-RF,{ contexts.

tou5 u.s.c. g 6o,r(a)(3).

'ets u.s-c. $ oot (o).

tut5 U.S.C. g 601(3) (incorporating by rcltrence the dellnit ion of "small business concern" in 15 U.S.C. S 632)-
Pursuant to the 5 U-S.C. $ 601(3). the statu(ory definit ion of a small business applies "unless an agcncy, after
consultation wirh the Office of Advocacy of the Small Busincss Administration and aftcr opportunity lbr public

comment. establishes one or more dellnit ions of such term which are appropriate to the activit ies ol the agency and
publishes such definit ion(s) in the Fedcral Register-" ft/.

t'n t5 u.s.c. $ 632.

't'n hl.

:rorsee Lcllcr from Jere W. Glover. ChieiCounsel lbr Advocacy. SBA, to Will iarn E- Kcnnard, Chairman, FCC (May

2'1. 1999). The Small Business Act conrains a dellnit jon of 'small business concern," which the RFA incorporates
into irs o\',n dcfinit ion of"small business," See l5 U-S.C.$ 632(a) (Snall Business Act): 5 U.S.C. $ 601(3) (RFA).

SBA regulations intcrpret "small busincss concern" to include the conccpt ol dominance on a national basis- l i

c.F.R. $ r2r.ro2(b).
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12. Wireline Carriers arul Senice Prctviders (Wired Telecommunications Carriers).3o2 
'fhe

SBA has developed a small business size standard for Wired Telgcommunications Carriers, which

consists of all such companies having 1500 or fewer employees.'"' According to Census Bureau data

for 1997, there were 2,225 firms in this category, total, that operated for the entire year.ru Of this

roral,2.}Ol fims had employment of 999 or feu'er employees, and an additional 24 firms had

employment of 1,000 employees or more.tot Thus, under this size standard, the great majority of firms

can be considered small.

13. Local Exchange Carriers, Inlerexchange Carriers, Competitive Access Providers,

Operator Sen-ice Providers, Payphone Provitlers, and Resellers. Neither the Commission nor SBA

has developed a definition particular to small local exchange carriers (LECS). interexchange carriers
(IXCs), competitive access providers (CAPs), operator service providers (OSPs), payphone providers

or resellers. The closest applicable definition for these carrier-types under SBA n-rles is for Wired
Telecommunications Carriers.r6 Under that SBA definition, such a business is small if it has 1,500 or

fewer employees.30r According to recent data, there are 1,310 incumbent LECs,563 CAPs,28l IXCs,

2l OSPs, 613 payphone providers and 772 resellers-'ot Of these, an estimated 1,025 incumbent LECs,
472 CAPs, 254 IXCs, 20 OSPs, 609 payphone providers, and 740 resellers have 1,500 or fewer

employees. ln addition. an estimated 285 incumbent LECs,9l CAPs,27 IXCs, I OSP,4 payphone

oroviders. and 32 resellers,toe alone or in combination with affil iates, have more than 1,500
en.rployees.rto We do not have data specifying the number of these carriers that are not independently
owned and operated, and therefore we are unable to eslimate with greater precision the number of these
carriers that would qualify as small business concerns under SBA's definition. Consequently, most
incumbent LECs, lXCs, CAPs, OSPs, payphone providers and resellers are small entities that may be
affected by the decisions and rules adopted in this Order-

14. Wireless Senice Providers. The SBA has size standards fbr wireless small businesses
within the two separate Economic Census categories of Paging and of Cellular and Other Wireless
Telecommunications. For both of those calesories. the SBA considers a business to be small if it has

lo2For the limited purposes of the FRF'A, u,e rvill usc (he term "Wired Telecommunications Carriers" to connote

wireline carricrs and service providers.

tutt l 3 C.F.R. $ l2 l-201, Nortb American lndustry Classil ication Systenr (NAICS) code 5 133 10.

'" 'tU.S. Censur; Bureau, 1997 Econonic Census, Subject Series: Inlbrmation, "Employmcnl Size ofFirnrs Subiect to

Federal Inconre Tax: 1997." Tablc 5, NAICS codc 5l7l10.

ttt'1d, Tbe census dala do not provide a more precisc estimate of the number of lirns that have employment of I,500

or fewer employces: the largest calegory provided is "Firms with 1,000 employees or more."

T06NAICS code 513310.

to t  l3  c .F-R.  g  121.201,  NAICS code 5 l7 t  t0 .

tl"sFCC, Wirelin" Competition Bureau, lndustrv Anolysis and Technologt Ditision, Trends in Telephone Service.

Table 5.3 (May 2004) (Trends in l 'elephone Report\. The total for resellers includes both toll rescllcrs and iocal

resellers. The category for CAPs also includes compclit ive local exchangc carriers (CLECs).

r0eThe total lbr rcsellers includes bolh toll rcscllers and local rcsellers.

:ttosee Trends ir Telephone Repo,l at Table 5.3.
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1,500 or fewer employees.rlr According to Trends in Teleplnne Report data, 1,387 compzuties reported

that they were engaged in the provision of wireless service.' ' ' Of these 1,387 companies, an estimated

945 repofied that ihey have 1,500 or fewer employees-arrd 442 reported that, alone or in combination

with affiliates, they have more lhan 1,500 employees.rr:t Consequently, we estimate that most wireless

service providers are small entities that may be affected by the rules adopted herein

15. Cellular Rudio Telephone Sen-ice. The Commission has not developed a definition of

small entities specifically applicable to cellular licensees. Therefore, the applicable definition of a

small entity is the SBA definition applicable to radiotelephone companies, which provides that a small

entity is a iadiotelephone company employing no more than 1,500 persons.t'o The size data provided

by SBA do not enable us to make a meamingful estimate ofthe number ofcellular providers th-at are

small entities because it combines all radiorelephone companies with 500 or more employees.t't We

therefore have used the 1992 Census of Transportation, Communications, and Utilities, conducted by

the Bureau of the Census, which is the most recent information available. That census shows that only

12 radiotelephone firms out of a total of I,178 such firms operating during 1992 had 1,000 or more

employees.t'u Therefore, even if all l2 of these large firms were cellular telephone companies, all of

the remainder would be small businesses under the SBA definition.

16. There:rre presently 1,7-58 cellular licenses. However, the number ofcellular licensees is nor

known, since a single cellular licensee may own several licenses. In addition, we note that there are

1,758 cellular licenses; however, a cellular licensee may own several licenses. In addition, according to

the most recent Telecommunications Industry Revenue data,732 carriers reported that they were

engaged in the provision of either cellular service or Personal Communications Service (PCS) services,

which are placed together in the data.rrT We do not have data specifying the number of these carriers

that are not independently owned and operated or have more than 1,500 employees, and thus are unable

at this time to estimate with greater precision the number of cellular service carriers that would qualify

as small business concerns under the SBA's definition. Consequently, we estimate that there are 732 or

fewer small cellular service calTiers that may be affected by the rules, herein adopted.

17. Rroatlbend Personal Contmunications Service (PCS). The broadband PCS spectrum ls
divided into six frequencies designated A through F, and the Commission has held auctions for each
block. The Commission defined "small entity" for Blocks C and F as an entity that has average gross

l "  l 3  c . I r . R .  g  l 2 t . 2 0 l , N A I C S c o d e - 5 1 7 2 1 2 .

312Trends it'\'elephone Repon at Table 5.3.

ttt ld.

t ' t t3  c .F .R.  g  l2 t .20 t  (s tc  code 48 t2) .

:rr:U.S- Small Business Admiljstration 1992 llconomic Ccnsus Emplo)mcnt Report, Bureau of the Census. U.S.

Departmenl ofCommcrce, SIC Codc 4812 (radiolelephone communications industry data adopted by the SBA

Office ofAdvocacy).

rr"U.S. Bureau ofthe Ccnsus, U.S. Dcpartrlent olComrnerce, 1992 Census of Transportation. Communications. and

Util ir ies, UC92-S- I . Subiect Scries, Establishnent and Firln Size. Table 5. Employment Size of Firnrs: 1992. SIC

Code 4812 (issued May 1995).

"lTrends in TeLephone Seni<e, Tablc 19.3 (Februarv 19. 1999).
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revenues of $4O million or less in the three previous calendar years-3l8 For Block F, an additionaL

classification for "very small business" was added and is defined as an entity that, together wlth

affiliates, has average gross revenues of not more than $l5 million for the preceding three calendar
y"-r.t'n Th*r" standards defining "small entity" in the context of broadband PCS auctions have been

approved by the SBA.r20 No small businesses within the SBA-approved definition bid successfully tbr

licenses in Blocks A and B. There were 90 winning bidders that qualified as small entities in the Block

C auctions. A total of93 small and very small business bidders won approximately 40 percent ofthe

f ,479 licenses for Blocks D, E, and F.32r On March 23, 1999, the Commission re-auctioned 347 C,D,
E, and F Block licenses; there were 48 small business winning bidders. On January 26,2001, the

Commission completed the auction of 422 C and F Broadband PCS Iicenses in Auction No. 35. Of the

35 winning bidders in this auction, 29 qualified as "small" or "very small businesses." Based on this

information, we conclude that the number of small broadband PCS licensees will include the 90
winning C Block bidders, the 93 qualifying bidders in the D, E, and F blocks, the 48 winning bidders in
the 1999 re-auction, and the 29 winning bidders in the 2001 re-auction, for a total of 260 small entity
broadband PCS providers, as defined by the SBA small business size standards and the Commission's
auction rules. Consequently, we estimate that 260 broadband PCS providers are small entities that may
be aff'ected by the rules and policies adopted herein.

18. Na rrou'band PCS. The Commission held an auction for Narrowband PCS licenses that
commenced on July 25, 1994, and closed on July 29, 1994. A second auction commenced on October
26, 1994 and closed on November 8, 1994. For purposes ofthe first two Narrowband PCS auctions,
"small businesses" were entities with average gross revenues for the prior three calendar years of S40
million or less.r?r Through these auctions, the Commission awarded a total of4l licenses, I I of which
were obtained by four small businesses.3z3 To ensure meaningful participalion by small business
entities in future auctions, the Commission adopted a two-tiered small business size standard in the

tttsee Amentlment ofParts Z0 and ?1 ofthe Conmission's Ruler Broadband PCS Conpetitive Bidtling and the
Cornmercial Mobile Radio Senice Speclruzr Cap, Rcport and Ordcr. WT Docket No. 96-59, I I FCC Rcd 782'1,
paras- 57{0 (1996),61 F'ed. Reg. 33859 (July l,1996), See al:o 47 C.F.R. S 24.720(b).

]'eSee Amendnent tf Pans 20 and 21 ofthe Commission's Rnles Broadbawl PCS Competitive Bidding andthe
Conmercial Mobile Radio Sen,ice Spectrum Cap. Report and Order, WT Dockct No.96-59, ll FCC Rcd ?{i24,
paras. 57-60 ( 1996), 6l Fcd. Reg. 33859 (July I , 1996).

"u5"", ".g., 
Itflplenentutio,l oJ Settion 309(j) oJ the Conn nicdtio,l:; A(:t Cotnpetitive l9iddt13, PP Docket No- 93-

253, Fifth Report and Ordcr.9 tiCC Rcd 5532,5581-84, paras. I l5- 17 (1994).

r2rFCC Nc*r, Broadband PCS. D. E antl F Block Auclion Closes, No. 7 )114 (rel. !an. 14, 1991): See also

Amendment of thc Commission's Rules Rcgarding Installmcnt Payment Financing for Personal Communicitt iuns
Services (PCS) Licensscs, WT Docket No. 97 82, Sccond Report ancl Order and Furlher Notice ofProposcd
Rulemaking, f2 FCC Rcd 16,136 ( 1997), 62 Fed. Reg, 55348 (Ocr.24, 199'l).

r22lmpfcnrenlalion of Seclion 309(i) of the Communications Act - Competit ive Bidding Narrowband PCS-'fhird

Memorandum Opinion and Ortler curd Fttrthtr Notice of Proposed Rulena&ing, l0 FCC Rcd 175. J96, para.46
( 199.t).

32lSee "Announcing the High Bidders in thc Auctjon of tcn Nationwide Narowband PCS Licenses, Winning Bids
Toral $617.006,674 ." Publit '  Notice, PNWL 9.1-004 (rcleased Aug- 2. I 99.1); "Announcing the High Bidders in the

.Auction of 30 Regional Narrowband PCS Licenscs: Winnin-e Bids 
'I'otal 

$490,90L787." Public Norice. PNWL 94
27 (released Nov. 9. 1994).
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Narowband PCS Second Report and Order.rsa A "small business" is an entity that, together with

affiliates and controlling interests, has average gross revenues for the three preceding years ofnot more

than g40 million.3tt A "very small business" is aD entity that, together with affiliates and controlling

in lere\ l \ .  has arerage gro\s  revenues lor  the three preceding years of  not  more than S l5  mi l l ion. '16 The

SBA has approved these small business size standards.327 A third auction commenced on October 3,

20Ol and closed on October 16, 2001. Here, five bidders won 317 (Metropolitan Trading Areas and

nationwide) licenses.ttt Three of these claimed status as a small or very small entity and won 3l I

Iicenses.

19. Specialized Mobile Radio (SMR). The Commission awards "small entity" and "very small

entity" bidding credits in auctions for Specialized Mobile Radio (SMR) geographic area licenses in the

800 MHz and 900 MHz bands to firms that had revenues of no more than $15 million in each of the

three previous calendar years, or thai had revenues of no more than $3 million in each of the three
previous calendar years, respectively.r2e In the context of both the 800 MHz and 900 MHz SMR
service, the definitions of "small entity" and "very small entity" have been approved by the SBA.
These bidding credits apply to SMR providers in the 800 MHz and 900 MHz bands that either hold
geographic area licenses or have obtained exfended implemeDtalion authorizalions. We do not know
how many firms provide 800 MHz or 900 MHz geographic area SMR service pursuant to extended
implementation authorizations, nor how many of these providers have annual revenues of no more than

$15 million. One firm has over $15 million in revenues. We assume, for our purposes here, that all of
the remaining existing extended implementation authorizations are held by small entities, as that term
is defined by the SBA. The Commission has held auctions for geographic area licenses in rhe 800
MHz and 900 MHz SMR bands. There were 60 winning bidders that qualified as small and very small
entities in the 900 MHz auctions. Of the 1,020 licenses won in the 900 MHz auction, bidders
qualifying as small and very small entities won 263 licenses. In the 800 MHz SMR auction, 38 of the
-524 licenses won were won by small and very small entities. Consequenlly, we estimate that there are
301 or f'ewer small entity SMR licensees in the 800 MHz and 900 MHz bands thal may be affected by
the rules and policies adopted herern.

20. Rural Radiotelephone Senice. The Commission has not adopted a definition of small
entity specific to the Rural Radiotelephone Service.330 A signilicant subset of the Rural

: '2lAmendment ofthc Commission's Rules to Establish Ncw Personal Communications Services, Narowband PCS.
Secontl Repon antl Ortler and Second Funhe I Notk e of Proposed Rule Maltnrg, l5 FCC Rcd 1045 6, I 0476, para.

40 (2000)_

rttAmendment ,rf thc Commission's Rules to Establish New Personal Communications Senices, Narrowband PCS,
Second Reporr and Orcler and Setontl Fuflher 1\.)ti(e of Proposed Ru[e Matirg, l5 FCC Rcd 10456, 10476, para.

40 (2000),

126Amendmcnt of the Commission's Rules to Establish New Personal Communications Serviccs, Narrowband PCS,
Second Repon and Order and Secontl F urt her Notice of P roposed Rule M akin g, I 5 FCC Rcd I 0456, I 0476, para,
.10 (2000).

r27see Letrcr to Amv Zoslov, Chiel-, Auclions and Industry Analysis Division, Wireless Tclecommunications Bureau,
Federal Communications Comnrissiorr. from Aida Alvarcz. Administrator, Small Business Administration. daled

December 2. 1998.

r28See 'Narrowband PCS Auction Close s-" Puhlic Notice, 16 FCC Itcd I 8663 (WTB 2001).

t to47 c .F .R.  I90 .8r4 .

rroThe scrvice is deilncd in section 22.99 ofthe Commission's Rules. 47 C.F.R. $ 22.99.
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Ra<liotelephone Service is the Basic Exchange Telephone Radio Systems (BETRS)."' For purposes of

this IRFA, we will use the SBA's size standard applicable to wireless service providers, supra - an

entity employing no more than 1,500 persons.332 There are approximately 1,000 licensees in the Rural

Radiotelephone Service, and the Commission estimates that almost all of them qualify as small entities

under the SBA's size standard. Consequently, we estimate that there are 1,000 or fewer small entity
licensees in the Rural Radiotelphone Service that may be affected by the rules and policies adopted

herein.

21. Air-Ground Radiotelephone Service. The Commission has not adopted a definition of

small entity specific to the Air-Ground Radiotelephone Service.r3r For purposes of this FRFA, we will

use the SBA's size standard applicable to wireless service providers, .rllpra - an entity employing no
more than 1,500 persons.Ia There are approximately 100 licensees in the Air^Ground Radiotelephone
Service, and \','e estimate that almost all of them qualify as small under the SBA definition.

D. Description of Projected Reporting, Recordkeeping and Other Compliance
Requirem€nts

22. Reporting and Recordkeeping. The Commission requires all ETCs over which it possesses
jurisdiction, including ETCs designated by the Commission prior to this Report and Order, to-submir
annually ceftain inibrmation regarding their networks and their use of universal service funds."' These
reporting requirements will ensure that ETCs continue to comply with the conditions of the ETC
designation so thal universal service funds are used for their intended purposes. This information will
initially be due on October l, 2006, and thereafter annually on October I ofeach year, as partofthe
carrier's certification that the universal service funds are being used consistent with the Act."'

23. Every ETC designated by the Commission must submit the following information on an
annual basis:

(1) progress reports on the LTC's five-year service quality improvement plan,
including maps detailing progress towards meeting its plan targets; an
explanalion of how much universal service support was received and how the
support was used to improve signal quality, coverage, or capacity; and an
explanatior regarding any network improvement targets that have not been
fulfil led."' The information should be submitted at the wire center level;

]] 'BETRS is detined in sections 22.?5? and 22.759 of lhc Commission's Rules. 47 C.F.R. SS 22j57 ,22] 5e.

" " t13  c .F .R.  S  121.201,  NAICS code 517212.

IrThe seruice is clcfined in section 22.99 ofthe Cornmission's Rules. 47 C.F.R. $ 22-99.

t t ' t3  c .F .R.  g  l2 l .201,  NAICS c  ode 517212.

ll5See sap.a paras. 68 69-

l:t6se. supra para. 68.

r-'?lf an E IC had nol previously subm;tted a netw()rk inprovement plan to the Commission. it should do so with its

first reportin-e compliance fi l ing. An ETC that has nol previously submittcd a network improvcmcnt plan should
includc a description ofimprovemenls or upgrades it has made since the datc ofits init ial designation.
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(2) detailed information on any outage lasting at least 30 minutes, for any service
area in which an ETC is designated for any facilities it owns, operates, leases, or
otherwise utilizes that potentially affect at least ten percent of the end users
served in a designated service area, or that potentially affect a 911 special
facility (as defined in subsection (e) of section 4.5 of the Outage Reporting
Order).:t:tE An outage is clefined as a significant degradation in the ability of an
end user to establish and maintain a channel of communications as a result of
tailure or degradation in the performance of a communications provider's

network.lle Specifically, the ETC's annual report must include: ( l) the date and
time of onset of the outage; (2) a brief description of the outage and its
resolution; (3) the particular service.s affected; (4) the geographic areas affected
by the outage; (5) steps taken to prevent a similar situation in the future; and (6)

the number of customers affected;

(3) the nunrber of requesls for service from potential customers within its service
areas that were unfulfilled for the past year. The ETC must also detail how it
attempted to provide service to those potential customers;3o

(4) the number of complaints per I ,000 handsets or lines;

(5) certification that the ETC is complying with applicable service quality

standards and consumer protection rules, e.g., the CTIA Consumer Code for
Wireless Service;"ot

(6) certification that the ETC is able to function in emergency situations;3]2

(7) certification that the ETC is olTering a local usage plan comparable to that
offered by the incumbent LEC in the relevant service areas; and

certification that the carrier acknowledges that the Commission may require it
to provide equal access to long distance carriers in the event that no othcr
eligible telecommunications carrier is providing equal access within the service
area.

E. Steps Taken to Minimize Significant Economic Impact on Small Entities, and
Significant Alternatives Considered

24- The RF-A requires an agency to describe any significant alternatives that it has considered
in reaching its proposed approach, which may include the fbllowing four alternatives (among others):

338See Nev; Part 4 ol the Commission's Rules Concerning Disruptions to Comtnunications,P.epon and Order and
Further Notice of Proposed Rulemaking, l9 FCC Rcd | 6830. 16923 24. $ 4.5 (2004) (O utage Reporting Order).

33e See Outage Reponhg Order, I 9 FCC Rcd al 16925, S 4.9.

.aoSee supra para.22 li)r a clcscription of the stcps a carrier must takc to provide service upon reasonablc request-

"t CTIA, Conrrme, Code for Wireless Sen'lce, available at http://www.wow com.corn/pdl7The' Code.pdf.

rr2lf an ETC had nol previously subnritted a plan demonstrating ho\\ ' i t wil l remain functional in an cmergency. tt

should do so with its l lrst reporting compliancc fi l ing.

(8)

t 0
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(1) the establishment of differing compliance or reporting requirements or timetables that take into
account the resources available to small entities; (2) the clarification, consolidation, or simplification
of compliance or reporting requirements under the rule for small entities; (3) the use of performance,
rather than design, standards; and (4) an exemption from coverage of the rule, or any part thereof, for
small entities.3ar

25. The Commission concludes in this Report and Orderlhatthe above reporting regulations
are reasonable and consistent with the public interest and the Act. In pafiicular, these reporting
requirements will furrher the Commission's goal of ensuring that ETCs satisfy their obligations under
section 214(e) of the Act to provide supported serrices throughout their designated service areas. In
addition, the Commission concludes that any administrative burdens placed on carriers as a result of
thrs Report and Ordzr are outweighed by strengthening the requirements and certification guidelines to
help ensure that high-cosl supporl is used in the manner that it is intended. These reporting
requirements also will help prevent carriers from seeking ETC status for purposes unrelated 1o
providing rural and high-cost consumers with access to affordable telecommunications and infotmation
servrces.

26- The Commission has considered the above altematives when establishing these reponing
requirements. For example, to simplify and consolidate the administrative burdens that may be
associated rvith annual reports concerning outages, the Commission modeled its outage reporting
requirements after the Commission's reporting requirements concerning outages adopted in the Outage
Reporting Order- As a result, many ETCs may be able to file the same or similar information instead
of having to compile and submit new outage data. In addition, the Commission has not imposed
f inancial reporting requirements on ETCs because it believes any such requirements zue unwarranted in
light of the other commitments and reporting requirements adopted in this Report and Order.
Moreover, the Commission has only required annual certifications, instead of actual data submissions,
for cefiain of its reporring requirements, such as local usage plans, functionality in emergency
situations, and compliance with consumer protection standards. Such cenifications ensure compliance
with section 254 ofthe Act without imposing data submissions that $'ould impose significant
administrative burdens on small entities that may not possess the resources to compile and submit such
information on an annual basis.

F. Report to Congress

27. The Commission i,i,i l l send a copy of the Repnrt and Order. including this FRFA, in a
report to be sent to Congress pursuant to the Congressional Review Act.:too In addition, the
Commission will send a copy ofthe Report and Order, including this FRFA, to the ChiefCounsel for
Advocacy ofthe Small Business Adniinistration. A copy ofthe Re-port and Order and FRFA (or
summaries thereofl will also be published in the Federal Register."'

tot5 u.s.c. g 603(cX r}(c)(a).

:raasee 5 U.S.c. g 801(aXlXA).

3r'See 5 U.S.C. g 605(h).
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STATEMENT OF
COMMISSIONER KATHLEEN Q. ABERNATHY

Re: Federal-State Joint Board on Universal Service, CC Docket No.96-45 (FCC 05-46).

Last year, the Federal-State Joint Board on Universal Service recommended a comprehensive set

of guidelines to govern the designation of eligible telecommunications carriers (ETCs) by state

commissions and the FCC. I am pleased that this Order adopts those guidelines without significant

modifications, and I again want to thank my state colleagues for their important contributions to this

effort.

As the Joint Board and the Commission both have recognized, the designation of ETCs -

particularly in mral areas facing competition - is an imporlant responsibility about which the statute
provides little concrete guidance. For several years following the enactment ofthe 1996 Act, there was

widespread uncerrainty regarding the appropriate standards for determining whether the designation of a

competitive ETC serves the public interest. Last year, the FCC adopted interim measures, and this Order

will provide for far greater certainty and uniformity by memorializing a comprehensive set of minlmum

standards based on input from a broad array of state and federal regulators.

The Commission has appropriately recognized, consistent with section 214 of the Act, that

competitive carriers (often CMRS carriers) should be eligible to receive universal service funding in

hrgh-cost areas. At the same time, this Order, Iike the Joint Board recommendation, calls for a rigorous

designation process to ensure that allETCS are prepared to serve all customers upon reasonable request
and to ofTer high-quality services at affordable rates throughout the designated service area. In other
words, competitive sarriers seeking ETC status must serve as cat:riers of lasl resort, just as incumbents
must. Moreover, wireless carriers must submit build-out plans - backed by reporting requirements and
annual ceftifications - demonstrating that the universal service funding will be used to deploy
infrastructure capable of providing service (possibly in combination with resale) throughout the
dcsignated service area. I am pleased that the Commission has endorsed the Joint Board's
recommendations, and I hope that state commissions and the FCC heed this guidance in upcoming
designation proceedings.
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SEPARATE STATEMENT OF
COIVIMISSIONER I\TICHAEL J. COPPS

Re: Federal-State Joint Boerd on Universql Senice, CC Docket No. 96-45 (FCC 05-46).

Today the Commission largely adopts the ETC designation recommendations ofthe Federal-

State Joint Board on Universal Service. In doing so, we provide a more rigorous template for review of
ETC applications. This is long overdue, and I alri pleased to support it. I especially am encouraged by

the build-out plans, reporting requirements and annual certifications we require in this decision.
Collectively, these will provide this Commission and our state counterparts with a way to monitor and

ensure that ETC funding truly is being used to preserve and advance universal service.

As promising as this development is, much more work needs to be done to secure the long-term
sustainability of universal service. As ETC designations grow, new challenges will arise. In particular,

the Commission will need to face the consequences of multiple designations in high-cost areas on the
overall size of the fund. In addition, key questions are teed-up in the curreni Joint Board referral
concerning the high-cost support mechanism and the level of support made available to multiple ETCs.
While we don't resolve these issues here, they are an important part of the larger picture. I amhopeful
that today's decision is only the foundation for this broader discussion and that in the near future we will

build on the efforts to increase accountabilitv that we adopt here.



Federal Communications Commission FCC 05-46

STATEMENTOF
COMMISSIONER JONATHAN S. ADELSTEIN

Re: Federal-State Joint Board on IJniversal Service, CC Docket No. 96-45 (FCC 05-46)-

Through this Order, the Commission acts on the recommendations ofthe Federal-Stale Joint
Board on Universal Service concerning the designation of eligible telecommunications cariers (ETCs). I
support this Order because it largely reflects the consensus of the Joint Board, which worked hard to
establish useful guidelines for the designation of mulriple ETCs in high cost areas.

I am pleased that this itern recognizes, as Congress did in the Telecommunications Act of 1996,
that the FCC and State commissions must take greater care in examining the public interest to determine
the wisdom of multiple ETCs in mral, high cost areas. Establishing a more substantive public interest
test and providing meaningful guidance on ETC designations will help ensure that federal universal
service funding is available only to those providers who are committed to serving rural communities. For
example, this Order adopts the Joint Board's recommendation that State commissions have flexibility to
harmonize existing carrier-of-last-resort and line extension obligations when designating additional
ETCs. The Order also establishes more rigorous certification and reporting requirements tbr FCC-
designated ETCs, and encourages State commissions to take similar approaches.

While establishing a more meaningful public interest test is a necessary step in our efforts to
manage responsibly the growth of the universal service fund, there may be some missed opportunities
here. Commenters argued that the Commission should adopt specific tools to enable or incent the FCC
and State commissions to consider the impact of additional designations on the overall sizc of the fund, a
growth dynamic that this Order lightly acknowledges and does not adequately attempt to forecast. I
believe that we could have done more to explore frameworks to identify those very high-cost areas where
it may be prohibitive to fund more than one ETC. This Order declines to adopt a specific national
benchmark based on this record, but I am pleased that it gives State commissions the flexibility to
consider whether the dilution of support caused by additional designations would undermine the ability
of carriers to offer comparable service at comparable rates.

It also bears emphasis that the FCC must lead by example in applying these designation criteria
and a rigorous public interest standard. Comrnenters have raised concerns about the Commission's past
application ofthe existing ETC designation standards and I take these concems seriously. Even if some
of the tools available to the FCC for our designations lack the nuance or sophistication of the tools
available to State commissions, our FCC designation criteria should not be applied in a rote or
mechanical fashion. Rather, our designation decisions musl involve careful consideration of the facts
before us and the unique nature of individual circumstances, in order to satisfy our obligations as
stewards of the universal service fund.

Although I would have considered additional measures to slrengthen FCC designation of ETCs
and to address the impact of ETC designations on the universal service lund,, I find that this Order is
largely faithful to the recommendalions of my colleagues on the Joint Board, whose contributions and
efforts I value highly, and that it marks a measurable improvement in the level of guidance that the FCC
previously provided to Slate commissions and ETC applicants, alike. The Order also includes a firm
commitment to revisit these issues again, which rvill provide an opportunity to assess the effectiveness of
the measures we adopt today. For these reasons, I support this item.


